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89 GENERAL  CONCEPTS 
A.  Ba.,es  of  the  European Agricultural  Guidance  and  Guarantee  Fund 
The  European Economic  Community  could not have  been.:set  up  without  a  sector 
as  important  as  that  of agriculture:  this activity forms  one  of  the  corner-
stones of the  Community,  not  only because  of  the  number  of individuals who 
m;~.ketheir livings directly or  indirectly from it (farmers,  those working  in 
processing  industries) but  also because  of its commercial,  financial  and 
political  importance  in connection with  trade  in raw or  processed.products, 
whether within Europe  or at world  level. 
Accordingly,  the Treaty establishing the  European Economic  Community,  signed 
in Rome  on  25  Match  1957  with  the  purpose  of establishing a  common  market 
through  the  elimination between  its Member  States of customs  duties  and 
quantitative restrictions on  the movement  of 11oods  and  any other .measures  of 
equivalent effect,  included  a  clause  - Article  38  - stipulating that  "the 
common  market  Shall  extend  to  ~griculture and  trade  in agricultural  products". 
The  Treaty also  says  that "the  operation and  development  of  the  common  market 
for  agricultural  products must  be  accompanied  by  the  establishment of a  common 
agricultural  policy among  the Member  States''. 
The  main  objectives  ()f  the  policy were  set out  in Article  39: 
increasi~g agricultural  productivity; 
ensuring  a  fair  standard of living for  the agricultural  community; 
stabilizing the markets; 
ensuring availability of supplies; 
ensuring reasonable  prices  for consumers. 
With  a  v.iew  to  these objectives,  the agricultural  common  market  has  been based 
on  the  following  three principles,  which  have  become,  as  it were,  the  golden 
rules of  the  common  agricultural  policy: 
The  single market:  this means  entirely untrammelled movement  of products 
between  the  Member  States. (to the  exclusion of customs  duties,  other 
obstacles  to trade,  subsidies liable to interfere with  competition),  t.miform -2-
prices  and  common  rules  governing competition,  the harmonization of admi-
nistrative law,  stable exchange  rates  and  the  introduction of  common  rules 
governing trade  across  the  external  frontie-rs  of  the  Community; 
Community  preference  granted  to European  farming,  which  presupposes  pro-
tection of  the  internal market  against  low-cost  imports  and  prices which 
may  penetrate widely on world markets.  This  Community  guarantee  is 
provided by  the  operation of buffer mechanisms  for  imports  and  exports 
(levies  and  customs  duties),  and  by  production aids. 
Common  financial  solidarity:  as  the  policy is a  common  one,  which,  like all 
policies,  has  to be  paid  for,  the costs arising must  be borne jointly.  To 
give  practical _expression  to  financial solidarity, which  is  one  of the  key 
features  of the  common  agricultural  policy;  Article  40(4)  of  the Treaty 
of Rome,  concerning  the  establishment  oj the  common  organization of.the 
agricultural markets,  stated that "in order  to enable  the  common  organiza-
tion •..  to attain its objectives,  one  or 111ore  agricultural guidance  and 
guarantee  funds  may  be  set up".  Thus  this Fund  finances,  on  a  common  basis, 
expenditure  arising under  the agricultural  policy,  whatever  the  product  or 
the  Member  State concerned. 
Because  of deficiencies with  regard  to structures,  and  especially because  of 
regiopal disparities  in this respect,  it was  vital that  a  Collltnunity  policy 
should  be  gradually built up to provide  the  fundamental  structural conditions 
needed  for  the  application of the  general  agricultural  policy,  whilst retaining 
involvement  and  coresponsibility of  the Member  States. !) 
-J-
B.  Legal  framework  of the European Agricultural  Guidance  and 
Guarantee  Fund  (EAGGF) 
On  4 .April  1962,  the  Council  of Ministers o.f  the  six founder members  of the 
European Economic  Community  - Germany,  Belgium,  France,  Italy, Luxembourg 
and  the Netherlands  - adopted Regulation No  2s1·,  setting up  a  single  fund: 
the European Agricultural  Guidance  and  Guarantee Fund  (EAGGFh  Because  of 
the wide variety of types  of expenditure for which  the  Fund  would  be  respon-
sible,  it was  divided by  Regulation No  17/64/EEC  of  5  February  19642  into 
two  sections:  the Guarantee  Section for  Community  expenditure arising under 
the  policy on  markets  and  prices,  and  the Guidartce  Section for  Community 
expenditure  incurred under  the .policy relating to agricultural  structures. 
Following  a  transitional  period during which  expenditure  under  the. common 
agricultural  policy was  gradually taken over by  the  Community  budget,  the 
present  arrangements were  instituted  for  expenditure  financed  from  I  January 
1971  by  Council  Regulation  (EEC)  No  729/70,  21  April  19703• 
The  main  features of the  present  system of financing the  common  agricultural 
policy;  its scope  and  its operation .from  that date•  are d.escribed  in this 
brochure,  for  the  Guarantee  and  Guidance  Sections.  More  detailed  informa-
tion can be  found  in the  financial  reports submitted annually by  the  EC  Com-
mission to  the  Council  and  to Parliament  on  the  administration of the  EAGGF, 
and  in particular on  developments with regard  to amounts  and  the nature of 
Fund  expenditure,  and  on  the way  in which  Cotnmunity  Hnancing is carried out. 
I  OJ  No  30,  20  April  1962. 
2  OJ  No  34,  27  February  1964. 
3  OJ  No  L  94,  28  April  1970. -4-
C.  Importance  of  the  Fund 
In  recent  years,  the  commo.ri  agricultural policy and  the  expenditure it entails 
have  attracted a  good  deal  of publicity.  At  a  time  of widespread  economic 
difficulties, when  budget deficits have  forced  governments  everywhere  to 
·retrench,  it goes without  saying that agricultural  expenditure  as well  has  also 
come  under  close scrutiny. 
altogether  too  expensive. 
Some  observers feel  that  the policy has  become 
A review of  EAGGF  overall  expenditure  per year  shows  that. it rose  from  8  997 
million ECU  in  1978  to  20  563  million ECU  in  1985  - an  increase of nearly  130  % 
over  seven.years.  The  changes  are  shown  in  the  following  table: 
Table  No  I 
Year  EAGGF  expenditure  m ECU1 
Total  expenditure  Guarantee  Section  of whichGuidance  Section 
1978  8  997  8  673  324 
1979  10  844  10  441  403 
1980(*)  II  918  II  315  603 
1981  II 717  II  141  576 
1982  13  056  12  406  650 
1983  16  648  15  920  728 
1984  19  048  18  372  676 
1985  20  563  19  843  720 
*  Enlargement  of  the  Community  to  include Greece. 
Not  including expenditure  reductions  due  to  sums  recovered  on clearance  of 
previous  years. 
However,  while  the  common  agricultural  policy entails heavy expenditure,  it 
also generates  revenue:  ordinary levies  charged  on  imports  into the  Community 
of  relevant  agricultural  products  from  non-member  countries  and  special  levies 
charged under the  sugar market  organization,  to  be  explained below.  The 
revenue,  which  accrues  as  the  Community's  own  resources,  has  not  changed  a 
great deal  over  the  years:  2  279  million ECU  in  1978,  2  179  million ECU  in  1985. 
Thus,  in  1985,  net  expenditure  from  the  Community  budget  on  agriculture  came  to 
18  384  million ECU  (i.e.  20  563  million ECU  .,.  2  179  million ECU  =  18  384  million 
ECU). -5-
D.  EAGGF  share  of  the  Community  budget 
In  the  budget,  the  share  of gross  EAGGF  expenditurehas changed  as  follows: 
Table  No  2 
(%) 
Year  EAGGF  Guarantee Section  Guidance  Section 
1978  79.2  76.3  2.9 
1979  75.5  72.7  2.8 
1980  73. I  69.4  3.7 
1981  64.6  61.4  3.2 
1982  63. I  59.9  3.2 
1983  66.7  63.7  3.0 
1984  69.9  67.4  2.5 
1985  72.6*  70.3*  2.3* 
-
At  first  sight,  it may  seem  surprising that  about  70%  o:f  the  Community's 
budget'  is devoted  t_o  the  agricultural  policy.  The  man  in  the  street gets 
the  impression  that the budget  is virtually monopolized  by  expenditure  on 
farming.  How  can  the  formidable  share  tak:en  by  agriculture,  at  least  appa-
rently,  be  accounted  for? 
of other policies? 
Is this not  a  serious obstacle  to  the  development 
So  far, _the  CAP  has  been the .only  fully-fledged Community  policy actually 
enjoying  full  financial  solidarity,  as  the  other policies have  not  yet 
reached  this level  of development.  It remains,  therefore,  an  isolated 
phenomenon.  Also,  the  introduction of  new  common  policies would  have  the 
effect  that,  as was  the  case with agricultural  policy,  the  common  expenditure 
incurred  as  a  matter of financial  solidarity would  take  the  place of previous 
national -expenditure.  It stands  to  reason that  a  transfer of responsibility 
of this kin<:!  should entail  a  transfer of the  corresponding  revenue. 
*  Provisional  figure -6-
E.  Rea~;ons  for. t:he  in<::rce.ase  in EAGGF  expenditure 
If we. consider  that  part. of  the  common  agricultural  policy which  is· by  far  the 
most  expensive,  namely expenditure  on markets  and  price  support  under the 
Guarantee  Section of the  EAGGF,  we  note  that expenditure  financed by  this 
Section soared  from  8  673  million ECU  in  1978  to  19  843  million ECU  in  1985. 
The  increase  is due  to a  number  of  factors,  including: 
(a)  The  scope of themarket  organizations.  After  gradual  extension of the 
market organizations,  Community  financing  now  covers most  sectors of  the 
Community's  agricultural production,  reaching nearly  91%  of  final  Commu-
nity agricultural  production. 
The  main  product  groups  are  the  following:  cereals and  rice,  sugar,  olive 
oil, oilseeds  (rape,  sunflower,  soya);  protein plants  (peas  and  field 
beans,  lupins, .dried  fodder),  fibre  plants,  fresh  a.nd  processed fruit 
and  vegetables,  wine,  tobacco,  ~nilk and milk products,  beef/veal,  shee~ 
meat  and goatmeat,  pigmeat,  and  eggs  <ind  P~.ultry.  Live  plants  and  flowers 
come  under  a  market  organization but  do  not  take par.t  fully  in Community 
financing1  Also,  within  the  different market  organizations,  additional 
arrangements  have  been made  resulting  in an  increase  in the volume  of 
expenditure  chargeable  to  the  Guarante.e .section.  However,  certain pro-
ducts  are still outside  the market  organization,  one  of which.  is. potatoes 
(although  potatoes  intended for  starch-making  come.  under the'cereals 
market  organization). 
(b)  The  enlargementof the  Community.  The  Community  was  originally made  up 
of six Member  States,  but  three  new  Member  States  (Denmark,  Ireland and 
the  United  Kingdom)  joined  in 1973  and ,Greece  joined  in 1981.,  with Spain 
and  I'ortug;~l bringing the  total  to twelve  in  1986.  Obviously,  these 
changes  entailed major  addition;~l expenditure,  especially as  agriculture 
is relatively a  more  important  economic  activity in Greece,  Spain and 
Portugal. 
Except  for  the  decisions  adopted  under  Council  Regulation  (EEC)  No  355/77 
on  common  measures  to  improve  the  conditions under which  agricultural 
products  are  processed. and marketed. -7-
(c)  The  increase. in agricultural production.  ·As  the. COllllllission  points  out 
i.n  its "Green Paper"  of July  1985-1  on  the  "perspectives"  for  the  common 
agricultural policy,  over  the  last  25  years  the more  rapid moderniza-
tion of European agriculture,. the  opening  of a  Europea!l  CQlll\llQn·  market 
following,  in particular,  the  elimination of national obstacles  to  intra-
Cominunit}'  trade,  and  the market  and  price  guarantees  provided by  the 
common  agricultural  policy have  all tended  to boost  the output of food. 
Another, reason  for  the  increase .in production is the  ve·~Y substantial 
technical  progress made  in European  farming irt  recent decades,  which 
have  given it  a  vitality virtually unmatched  elsewhere  in' the wol'ld: 
the genetic  improvement- in crop v·arieties  {wheat,  maize)  and  in live,.. 
stock. breeds  (cattle) have meant  a  steady  increase  in yields, and  there 
has been a  marked  improvement  in production techniques,  mainly  through 
the  use  of mineral  fertilizers ancf health-pxotection products. 
:]lecause  of productivity  gain~;J,  tbe  growth  of production has  o.utstripped 
that of consumption of agricultural products  in  the. Community  and  the 
expansion of .outlets on .world markets.  The  re!!ulting disequilibria on 
the agricultural markets  have  led to a  build-up of ever-heavier surpluses 
of many  products,  the disposal  of which  constitutes a, costly. item for  the 
Community  budget. 
{d)  Agricultural  policy decisions,  such  as  those  taken at  the  time of the-
annual  price  review.  But  the  upward  movement:  in agricultural  prices, 
combined with  increased aids,  has meant  extra expenditure which  can 
amount  to several hundreds  of million ECU  per year.  ~or a  number  of 
years  now,  however,  this  trend has  been  curbed by  a  restrictive policy 
which,  in April  1986,  actually yielded  some  Savings. 
(e)  Price movements  on world markets  and  relationships between  the currencies, 
in particular the  US  dollar.  The  table below shows  how  the dollar ha.s 
performed vis-a-vis the  ECU  since  1980.  It can be  seen that the 
United  States currency,  rising  from  0.72  ECU  in  1980  to  1.31  ECU  in  1985 
almost  doubled  in value  in six years,  bringing with it a  corresponding 
increase  in world market  prices,  most  of which  are  expressed  in dollars.2 
COM  (85)  333  final  - Newsflash,  Green  Europe,  No  33,  July  1985. 
2  The  upward  movement  in the value of the dollar means  lower  Community  expen-
diture on  refunds,  and  vice-versa. -8----
However,  since  that  time,  the  situation has  been  reversed. 
Table  No  .3 
Average  annual  value  of  the  US  dollar in terms  of  the  ECU 
1980  I  US  dollar  0.72  ECU 
1981 
II  0.90 ECU 
1982 
·II  1.02  ECU 
1983 
II  1. 12  ECU 
1984 
II  1. 27  ECU 
1985  "  1.31  ECU 
1986  (six months) 
II  1.06  ECU 
(f)  Some  agricultural  expenditure  is the  result ofchoices anddecisions 
made  under  policies other  than  the  common  agricultural policy,  in 
particular the  Comtilunity's  external  relations  policy and  trade  policy. 
Although  these  decisions  do  not  depend directly ort  the common  agricul-
tural  policy,  theydo have  !)udgetary  implications which  are  not  shown 
under  a  heading  separate  from  those directly connected  to  the  CAP. 
The  main  items  are  imports  of  sugar  (I  300  000 t/per year approximately) 
under  preferential  agreements  in connection with  the  Lome  Convention  and 
a  special  agreement  with  India,  reduced-levy  imports  of butter  from  New 
Zealand  (81  000  t  in  1985),  and  reduced- or zero- duty  imports  of beeJ 
(400  000  t)  and  grain substitutes  (nota"Ply manioc  and corn gluten  feed). 
The  low  - or  zero  - duty  imports  from  certain mem"Per  countries have  beim 
agreed  under  the  General  Agreement  on Tariffs and  Trade  (GATT)  and are often 
a  counterpart  for  certain cortcessiorts madeto  the  Community. -9-
F.  Ways  and  means  contemplated  by  the  Community  to  stem the  upward 
movement  of agricultural  expenditure 
It is vital that,  in  a  period of economic difficulty,  the  Community  should  be 
able  to  keep  its expenditure  under  control  and  prevent  excessive  increases; 
the  common  agricultural  policy cannot  be  an  exception  to  this rule. 
Ac.cordingly,  in connection with work  on  the  future  financing of  the  Community, 
the  Commission,  .at  the  request  of  the  Council,  laid before  the Ministers  in 
February  1984  a  Communication  - entitled "Budgetary discipline"  - designed 
to provide  a  framework  restricting the  growth  of  the  Community's  budgetary 
expenditure.  Under  this  agreement,  a  principle laid down  was  that  the  growth 
of agricultural  expendi!:ure  should  be  slower  than that of  the.  Community's  own 
resources.  In  1984,  after protracted discussion,  the  European Council 
endorsed  the  principles of budgetary discipline  and  in December  of  the  same 
year  the Council  .;tpproved  the  conclusions  on  the  implementation of  this  system. 
In  these  conclusions,  the  Council  undertook  to establish,  at the  ):>eginning  of 
the  budgetary  procedure,  a  reference  framework,  i.e.  li maximum  total of expen-
diture which  it felt  should be  taken  for  the  financing  of the  common  policies 
during  the  following  year,  so  as·  to ensure  that  the net  expenditure  re.sulting 
ftom  the  operation of  the  agricultural markets  should  increase  less  rapidly 
than  the  Community's  own  resources. 
In parallel,  the  Commission  laid before  the. Council  and  Parliament  in July 
1985,  in a  Green  Paper,  the  results  of  its policy work  on  the  outlook  for 
the  common  agricultural  policy.  This  document  includes  an  analysis  of  the 
problems  those  implementing  the  common  agricultural  policy have  to  contend 
with  and  recalls  the  economic  and  budgetary constraints which will  govern  its 
future  development. 
Following tentative consultations  on  the  Green  Paper,  the' Commission referred 
to  the  Council  in December  1985  a  set of practical guidelines  under  the  gene-
ral heading  "A  future  for  European agriculture".  Here,  it stressed that  r·he 
need  for  the  EAGFF  Guarantee  Section to comply with buc;lgetary  discipline will 
hamper  the  decisions  to be  taken,  especially in view of recent  developments 
on  the  agricultural markets.  It expressed doubts  as  to whether  the  objecti-
ves mentioned  in its Communication  could  be  reached  by  the  times  proposed -10-
while  remaining within the  normal  framework  of  the. financial  rules  and  of the 
appropriations which  these  rules.place at  the disposal  of the  EAGGF.  Certain 
specific measurescontemplated will have  the effect of  slowing down  the growth 
of agricultural expenditure  in .the  medium  and long term,  but  in the  short 
term,  they could well  boost costs to  the  EAGGF,  for  example  because of the 
elimination,  by  a  special .stock disposal operation,  of  the disequilibrium between 
supply and  demand  which  is the key  problem now  confronting the  policy-makers. 
In February 1986,  the  Commission laid before  the  Council  its  1986/87  price 
propO!!alS;  in which  to all intents and  purposes. it sugges.ted that the prices 
should be  fr.ozen;  action was  suggested to adjust certain market  organizations 
with a  view  to ensuring improved  market  equilibrium..  On· 25  April  1986,  the 
Council  reached  agreement  on  the  Commission's proposals,  in particular .for 
the introduction of a  levy on  cereals,  . .for. a  system fixing maximum  guaranteed 
quantities  for oilseeds and  for  the  fvrther  reduc.-tion  in the milk .quotas. 
In these eircumstances,  the Commission  emphasized  that stringent meas11res  w.ith 
regard to policy ou markets  should be  backed  by  a  stronger socio-structural 
policy,  in particular by  new  measures  designed to encourage  farmers  to  leave 
the  land.  As  a  result, it laid before  the Council,  on  21  April  1986,  appro-
priate  proposals. 1 
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G.  The  EAGGF's  financial  resources 
The  EAGGF  is not  a  fund  in the strict sense  of  the  term,  as,  having no 
specific  resources  of .its own,  it does  not  enjoy  financial  autonomy.  Under 
Article  I  of Regulation No  25,  confirmed  by  Article  I  of Regulation  (EEC) 
No  729/70,  the  EAGGF  is "part of  the  Community's  budget".  As  a  result,  it 
must  comply with general  budgetary rules, while  being governed,  in certain 
cases,  by  special  provisions.  The  EAGGF's  appropriations are  subject,  for 
their approval, to the  usual  procedures  laid down  for  the  establishment of 
the  budget,  as  for  the  other Community  appropriations.  They  are  therefore 
adopted by  the  budgetary authority,  namely first  the  Council  and  then Parlia-
ment,  the  signing by  the President of  the Parliament  constituting the  final 
approval  of  the  budget  of the  Communities. 
The  appropriations  fall  into  two  categories:  expenditure described as  "com-
pulsory",  which  "derives  compulsorily  from  the. Treaty or acts adopted  under 
ie', and  "non-compulsory" expenditure,  the  amounts  of which  are  not  set by 
regulations.  For the compulsory  expenditure,  the  corresponding appropriiltions 
are  approved  in  the last resort by  the  Council;  Parliament  can propose  changes 
or make  amendments  .to  the  Council's  texts. 
All  EAGGF  guarantee  expenditure  is compulsory,  but  some  of  the  guidance  expen-
diture  is not. 
The  principles of "universality" and  "annuality" apply  ~to  EAGGF  expenditure 
as  to all Community  expenditure.  This means  that  for  the  purposes of  finan-'-
cing  such  expenditure,  the  authorities may  use not  only the  specific ''agricul-
tural  resources"  (cf.  G J  b  and  c), but  also all .the resources of the  Community 
budget. 
G.  l  Appropriations  specific to the  EAGGF  Guarantee  Section 
These  appropriations have  particular characteristics: 
- they  serve  to  finance  schemes  relating to agricultural  products and not to 
persons, - 12-
-they are compulsory,  in that  EAGGF  guarantee  expenditure derives  from market 
regulations:  the  Community  is obliged  to  finance  expenditure made  by  the 
Member  States  for  those  entitled pursuant  to agric1..1ltural  regulations; 
-the expenditure  to which  they  refer is very difficult to predict:  the  out-
goings  under  the  common  agricultural policy depend on a  series of  factors 
considered  above  (cf.  E),  which  are very hard  to  assess when  the  budget  is 
being drafted; 
- it may  therefore be  adapted  during  the  year,  as  the  appropriations  earmarked 
often fail, to match  real  needs.  The  adaptations  take  the. form  of  transfers 
from  or  to existing appropriations,  or, if this  is  insufficient,  the adoption 
of a  supplementary budget,  as  is often  the  case. 
G.2  Appropriations  specific  to  the  EAGGF  Guidance  Section 
Under  the  common  policy on agricultural  struct;ures,  these  appropriations  are 
used  ei.ther  for  the partial reimbursement of expenditure  incurred by  the 
Member  States  or for  financing,investment  projects.  With  the  European  Social 
Fund  and  the  European Regional  Development  Fund,  the  EAGGF  Guidance  Section 
.is the  third of  the  Community's  structural  funds  the  activities of which  are 
being more  and  more  closely coordinated with  a  view  to  increased effective-
ness;  the  first  examples  of  this are  the  Integrated Mediterranean  Programmes 
(IMP}. 
Aids  to  investment  projects,  which must  form  part  of  "common  measures",  are 
the  subject of  aid  grant  decisions  (commitment  appropria.tions)  and, later, of 
payment  decisions  once  the work  has  been done.  This  system of· "differentiated" 
appropriations  normally applies  to all Guidance  Section expenditure. 
However,  much  of this  Section's  expenditure  (about  two  thirds)  takes  the  form 
of  reimbursements  to' the Member  States on  the basis of given  percentages  of 
the  payments  the  latter have  made, pursuant  to  Community  structural  schemes  set 
up  for  them.  Here,  j:he  commitment  decisions  and  the· payment  decisions are 
taken at  the  same  time.  Generally,  the  reimbursements  are  in respect  of 
"indirect" measures  and  are  compulsory.  On  the  other hand,  expenditure deri-
ving  from  "direct" aids  tcr  investment projects  is non-compulsory,  in that  the -13-
scope  for  granting assistance  d~.es 'uot  deriv:.e  from provisions  in regulations 
but  depends  on the volume  of cotmdtment appropriations ent;ered  in the budget 
of  the  Communi~ies. 
-'  '  '  '  ... 
· The  existence  should also  be mentioned  of certain .agricultural expenditure 
items. resulting,  for  e_xample,  from veterinary measures or research  programmes 
which,  irt.  the_ budget  of  the  Couimurtities,  do  not· come  under  EAGGF  appropria-
_tions  propedy so called,  but  are  entered in Chapt_er  38,  "Expenditure .in the 
agricultural  secto.r". 
G. 3  The  Co!Jimm}ity' s  own  resources 
•  ~  'l 
The  Community· rs ·almost .ent ireiy  _financed  from  its own. resources  .•  .These  can 
be  increased only with .the  unanimous  agreel)lent  of· t_he  Member States,  an 
agreement  which must  be  ratified  "by  their parliame,rtts.  "Originally,  the 
,COIIIJll?nity  ~as financed,  like  ~early all  international .organiza:Cicins,  frol)l 
Member  Stites'. contri.biJtions, but  since  1971  the  Community  ~udget  • ha_s  _enjoyed 
.  )  .  -
resources  of, its ·own,  in other words  funds  usually collected by  the Membe-r 
States'  agencies  but which now  aut6mafically accrue  to  the· CommUnity. 
Depending'·on· the political tasks entrusted :_to  the  Co1111ilunity,  tne· own  resources 
consist -essentially in: 
(a}- customs  dutie's,  collected on products  imported  from 6utside ,the. Col)lmunity 
on. th.e  basis- of the  rates  s·et .in tlie. Common  Cust•oms  Tariff; 1 
-_(b)  ordinary levies,  p;emiums,  compensatory  al)loiui.ts  and  o.ther dues  char~ed 
by ·the Community on  trade with  non:-member  countries  l!nde-t -the  common 
agricultural  p"olicy.  These are mainly  the import" fevies,  which  con.stJ-
tute variable charges  imposed at  the..CommunitY'!I  external  frontiers  on 
imports  of  those agricultural  proc\uc,ts  c_oming  under market  organizations 
from non-member  countries  to bridge  the  difference between world  prices 
and  Commqnity  prices.  ·Conversely,. but much  more  rarely, levies may  be 
charged on exports;  and  the·se  also accrue  a,s  owri  resources; 
E.CSC  duties are  excluded. -14-
(c)  sugar  and  isoglucose  levies,  instituted to curb  surpluses of these  products 
by  involving producers  in the  financing  costs.  the  sugar  levies break 
down  into  sugal'  production levies paid by the refiners  to cover part  of 
the market  suppol't expenditure,  and  storage  levies;  which  are  commercial 
coritl'ibutions  ensuring  the  finart~cial equilibrium of  the  system of equali-
zation of storage costs  set up  to ensure  steady disposal  of  the  sugar 
throughout  the tllarketing  yeal') 
(d)  a  proportion of the  revenue  accruing to the  Member  States  from  the value 
added  tax  (VAT).  Until  31  December  1985,  the  Community  percentage, 
deemed  to  be  applied  to  a  standard ba1;is  of  assessment,  could  not  exceed-a 
maidmum  rate of 1%.  An  agreement  in  d1e  European Council,  subsequently 
ratified by  the Member  States'  parliaments,  raised  the  rate  on  I  .:l"anuary 
1986  t-o  a  maximum  of  1.4  %.  The  share of  VAT  accruals  in the  own  resour-
ces has steadily g-rown. 
Table  No  4); 
It rose  from  52  % to nearly  64  % in  1986  (cf. 
(e)  miscell~aneous revenue,  including the yield  from the  tax on  the  salaries 
,of staff lllembers  of the European  institutions,  the  yield  fr-om  the  sale  of 
movable or  immovable  property of the  Communities  and  the  returns  from the 
$:ales  of publications. 
In  l984,  the Community had  to  face  exhausti~on of  its VAT  revenues,  the  rate 
having been set at a  ceiling of  1  %.  In order  to  be  able  to discharge  its 
obligatio-ns,  pending  the  raising of the ceiling,  an  intergovernmental  agreement 
was  signed,  rel-easing exceptional contributions  from  the  Member  States  for 
1984  and  :19:85.  The  table  on the  foll<YWing  page  shows  Community  revenues  from 
1981  to  1986. 
"Coresponsibility" n!venues 
Since  1977,  the :Community's dairy  farmers  have  been  required  to make  a  finan-
cial contributian known  as  tbe "corespons;i;bility levy".  This  levy,  which 
d-oes  not  tank as  Community own  resources,  is deemed  to  form  part  of  i'nterven-: 
tion operations .for the stabilization of the  agricultural markets.  The  funds 
go  to  rirrance  spetihc scbemes  and contribute to the  expenditure  involved  in ~ l5-
disposing of  surpluses  of dairy p.roducts.  In  1964,  a  quota  sys.tem  for  these 
products was  introduced guaranteeing  farme.rs  given p.rices  for  specified quan· 
tities.  Quota  overruns attract an  additional  levy at  a  deterrent  rate  in 
addition to  the  coresponsibility levy.  In  1984,  this contribution  from  the 
farmers  totalled  749.2 million ECU  and  in  1985  it was  about  637.3 million E.CU. 
In April  1966  a  coresponsibility levy,  simila.r  to the  levy  for milk,  was  also 
introduced  for  c.ereals.  But  the  measure  adopted  in AprU  1986  fo.r  oil  seeds, 
designed  to  ensure  a  reduction· in aids where  the  guaranteed maximum  qQantities 
are  exceeded,  although  intended  to relieve the  Community  budget,  does not 
constitute,  strictly speaking,  coresponsibility reven.ue. Table  No  4 
COMMUNITY  REVENUE  FROM  1981  TO  1986 
(m  ECU) 
1981  1982  1983  1984  1985  1986 1 
Customs  duties  6,392.3  6,815.3  6,988.7  7,960.8  8,310. l  9, 700.5 
Ordinary  levies  and  sugar  levies  I, 747.5  2,22?.8  2,295. I  2,436.3  2, 179. I  2,698.7 
VAT  (*}  9, 187.8  12,000;5  13,699.0  14,372. I  15,329.6  22,257.2 
Financial  contributions  IS 1.4  197.0  217.7  222.5  262.0  211.0 
------------------------------------- ------------- ------------- ------------- ------------- ------------- --------------
Own  resources  17,479.0  21,240.6  23,200.5  24 '991. 7  26,080.8  34,867.4 
Additional  financing  2  I ,001.8  I ,981.6  - - - -
(*)  - VAT  rate applied  0.79%  0.92  %  1.0  %  1.0%  1.0,%  1.25054  % 
- VAT  percentage/total own 
resources  52.6.%  56.5  %  59. I  %  57.5%  58.8  %  63.8  % 
- Percentage agricultural  reve-
nues  (levies) /Total  own  10.0 %  10.5  %  9.9  %  9.7%  8.4 %  . 7. 7% 
resources 
N.R.:  1981  to  1985  =  Community  of Ten;  1986  =  Community of Twelve 
Budget  adopted  on  10  July  1986  (OJ  No  L  2 14,  4; 8.1986) 
2  Additional  financing by  the Member  States was  necessary because  cif  the  I  % limit  on  the  VAT  rate applicable to the 
standard basis of assessment. 
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H.  Management  of  the  EAGGF  appropriations 
Management  of  the  EAGGF  - for  both  the  Guarantee  and  Guidance  Sections  - is 
a  Commission  responsibility,  which  exercises  powers  delegat!!d  to it by  the 
Council.  However,  this responsibility is exercised under  a  number  of  general 
pr~,vis  io.ns  or  provisions  speci fie  to  the  Fund.  To  enable  the  management  of 
the  EAGGF  appropriations  and  the  expenditure effected under  the  common  agri-
cultural policy to  be  properly monitored,  procedures have  been  set  up  and 
Community  agencies  instituted ensuring that  the  expenditure  is  justified and 
that it is properlycarried out. 
H. I.  EAGGF  Committee 
For  the  financing  decisions,  the  establishment  of  the  implementing  procedures 
and  the  proper execution of  the  payments  made,  the  Commission's  staff is 
assisted,  in the  preparation of drafts  to be. adopted,  by  the  EAGGF  Committee, 
the  chairman of which  is  a  Commission  representative,  and the members  of which 
are  sent  by  the  Member  States.  This  procedure  thus  allows  close  cooperation 
between  the ·Member  States and  the  Comlnission.  The  Committee  is consulted  on 
the  financi.al  implementation of  the  common  agricultural  policy,  and,  in cases 
laid down  in  th.e  regulations,  it renders  opinions. 
H.2.  Commission 
Any  new  decision to be  taken  is e.xamined with  regard  to its financial  impli-
cations;  from  this angle,  each  proposed  regulation,  whether  for  the  Guarantee 
Section or  for the  Guidance  Section,  is accompanied  by  a·"financial  statement", 
whether  it be  a  Council  or  Commission  regulation. 
After each  year,  the  Commission's  staff carries  out  general verification of 
the  expenditure.claimed by  the  Member  States.  This  operation leads,  according 
to procedures which will  be  described  in another  part  of this brochure  (cf. 
p.  45),  to accounts  clearance decisions  adopted  by  the  Commission,  which 
constitute,  for  the  EAGGF  Guarantee  Section,  official closure  of the  accounts 
for  the  relevant year.·  A similar  system is operated  for  food  aid expenditure. 
For  the  EAGGF  Guidance  Sec~ion, official closure of the accounts  is effected by -18-
the  Commission's decisions  to  reimburse  sums  to the Member  States,  taken 
annually  in respect of  the various strtictural  schemes. 
H.3.  Budgetary authority 
The  budgetary authority is  the  Council and Parliament  acting together.  It  is 
not  only responsible  for  the  establishment  and  the;,adoption of  the: budget,,  and 
accordingly,  for  the ·creat-ion of available appropriations  (Parliament,  in 
particular,  being responsible,  through  the  signature of its President,  for 
final  adoption),  but  it also verifies, at  the  end of  the  year,  the  proper  exe-
cution of  the budget,  in particular  through  its annual  discharge  procedure. 
Because  of the  scale of Community  financing,  the  Council  and  Parliament must  be 
kept  regularly  informed of developments.  Information takes  the  form  of finan-
cial  reports  submitted annually by  the  Commission  on  the  operation of the  EAGGF 
during  the  year elapsed,  and  in particular on  developments with  regard  t_o  its 
expenditure,  their nature  and  the way  in which  Community  financing  is carried 
out.  So  far,  15  reports have  been  submitted,  the  last dated  24  July and  19 
November  1986,  concerning  1985. 1  Additional  information  is provided during 
the  year by  a  large  number  of regular communications,  taking various  forms. 
After· the  completion of  each  year,  Parliament  reviews  the  execution of  the 
budget,  in particular on  the basis  of  the  annual  report  from  the  Community's 
Court  of Auditors.  It takes  a  decision with regard  to  the  discharge  t.o  be 
given to  the  Commission,  in principle by  30  April  of  the  _second  year  following 
the  relevant  year,  on  the  execution of  the  budget  as  a  whole,  and,  on  this 
occasion,  makes  observations  and  expresses desiderata for  present  and  future 
management. 
H.4_.  Court  of Auditors 
Set  up  by  the Treaty of Brussels of  20  July  1975,  the  Court  of Auditors  began 
work  on  July  1977  as  the  agency  responsible  for  the  external  review of  the 
general  budget  of  the  Community.  Inte-.nal  review  remains,  as  in the  past,  the 
responsibility of  each  institution's Financial Controller. 
COM(86)  407  final  (Guidance  Section). 
2  COM(86)  631  final  {Guarantee Section a1il'd.Food  Aid). (4) 
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T\1€  Court  of Auditors,  some  of whose  responsibilities are  comparable  to  those 
of  the  Government  audit authorities,  with which  it cooperates,  reviews  all 
the  Community's  revenues  and  expendit11'res,  considers  their legality and  proper 
execution  and verifies the management  of  the  budgetary appropriations.  It 
can extend its investigations: in the Member  States  in respect  of  operations> 
that  are  carried out .on  behalf of  the  Community.  It presents  an  annual  report 
established after  the  completion of each  budget  year,  which  is  published  in the 
Offic.ial  Journal  of  the  European  Communities,  with  the  Community  institutions' 
replies.  The .court may  als.o  express  views  at  any  time  - which  means  after 
the  closure  of  the  year  as well  as  before  - on  particular points,  and  review 
or carry out  a  specific analysis of operations  not yet  completed.  For  this 
pUrpose,  it presents  special  reports dealing with specific subjects,  e.g.  -
for the  Guarantee.  Section - the  special  report  .on  the  operation of  the  sheepmeat 
market  organization1 and  the  special  report  on  the  olive oil market  organiza-
tion,2 and,  for  the  Guidance  Section,  the  special  report  concerning the  imple-
mentation of Council  Directive  75/268/EEC  on mountain  and hill  farming  and 
farming  in certain less-favoured areas. 3  The  procedure  for  these  reports  is now 
similar to that  for  the  annual  reports.  The  Court  also makes  special  studies  on 
a  larger scale  and  of political character wherever  this may  prove. necessary. 
Thus,  it published  a  report  on  Community  finance  at  the  request  of  the  European 
Council  held  in Stuttgart  on  18  June  1983;  this reviewof the  proper  financial 
management  of  the  Community's  activities  included  a  general  analysis of the 
financing of  the  common  agricultural policy. 
Under  the  Rome  Treaties  (Article .209  E.EC  and  Article  183  EAEC),  the  Council  must 
consult  the  Court  before  adopting decisions  on  Commission  proposals  concerning 
financial  regulations,  methods  of collecting revenues  or  covering cash require-
ments,  and  organization of  the  responsibility of authorizing officers  and 
accounting officers  (compulsory consultation).  For  proposals  lying outside 
this  framework  but  which  may  have  budgetary aspects,  reference  to  the Court  may 
be  recommended  to  the Council.  The  Director-General  or  the  department  respon-
sible  for  the  Commission's  proposal  states the  reasons'why it feels  this  recom-
mendation  is  justified;  the  Commission  decides  case  by  case  (optional  consulta-
tion). 
I  OJ  C 234,  4  September  1984 
2  OJ  C  134,  3  June  1985. 
3  OJ.  C  358,  3 I  December  1980. -20-
In view of  the  growing  scale  of appropriations utilized by  the  EAGGF,  the 
Court  is giving  sp.ecial  attention to expenditure  in the agricultural  area. GUARANTEE  SECTION 
Financing of  the  expenditure  under 
the market  organizations '-- 22-
A.  NATURE  OF  EXPENDITURE  FINANCED  BY  THE  GUARANTEE  SECTION 
Article  LC:l)  of Council  Regulation  (EEC)  No  729/70  on  the  financing of  the 
common  agricultural  policy  s~ipulates that  the  Guarantee  Section must  finance 
refunds  on  exports  to non-member  countries  and  intervention operations carried 
out  for  the  stabilization of  the  agricultural markets. 
Th~ scope  of  Community  financing was  extended  to  the monetary compensatory 
amounts  (MCA)  on  I  July  1972  for  MCAs  paid in trade with non-member  countries 
and  ranking  as  export  refunds,  and,  on  I  January  1973,  for  those  charged or 
paid  in trade  b!"tween  the  Member  States,  ranking  as  intervention operations. 1 
Pursuant  to the various  acts of  accession,  the  accession compensatory  amounts 
(ACA),  paid  for  lim.i.ted  periods  i.n  respect  of trade  between  the  Member  States 
and  the  new  members  -United Kingdom,  Ireland,  Denma~k in  1973,  Greece  in  1981, 
Spain  and  Portugal  in  1986  - are  aLso  financed  by  the  EAGGF  Guarantee  Section. 
AI.  Refunds  on exports  to  non-member  countries 
The  purpose  of  the  refunds  on  exports  to  non-member  countries  is to enable 
Community  agricultural  products  to be  sold on world markets  by bridging the 
difference  between world market  prices  and  Community  market  prices.  The 
Community  enabl.es  operators  to  sell basic or  processed  products  on  outside 
markets  by placing them on an equal  footing  as  regards  the  terms  offered by 
non-member  countries  for  international  transactions.  The  refund  rates can 
be  differentiated depending  on  what  country the products are being exported 
to.  Refunds  are  financed  by  the  EAGGF  and  paid by  the Member  State  from 
which  the merchandise  is cleared  for  export. 
In respect of this  type  of expenditure,  it should  also be  mentioned  that  the 
EAGGF  contributes  to  the  Community's  food  aid  schemes  for  developing coun-
tries  in the .form of  food  gifts.  Other expenditure  relating to  these deli-
veries  is covered  by  the  Community  budget  under  the heading  for  cooperation 
Article  7  of Regulation  (EEC)  No  974/71  (OJ  No  L  106,  12  May  1971),  repealed 
and  replaced by Article·  13 of Regulation  (EEC)  No  1677/85  (OJ  No  L  164, 
24  June  1985). -23-
expenditure  (cf.  also  the  Chapter  on  "Food  aid",  pp.  56  to 58). 
Where,  for  a  given  product,  world market  prices are  running higher  than  those 
on  the  Community  market  - this happened  for  sugar  in  1974/75  - European  pro-
ducers  may  be  tempted  to exp.;rt  their products  rather than selling them on  the 
Community  market,  thus  depriving the ,latter of supplies.  To  prevent  this,  a 
system of export  levies,  offsetting the  price difference,  can beapplied. 
The  revenue  from  these  levies  is not  deducted  from  the  refunds but,  for 
financing  purposes,  is deemed  to. have  accrued  to  the  Community  as  its own 
resources. 
A2.  Intervention on  the  internal market 
The  purpose  of  intervention on  the  internal market  is  to ensure  adequate 
incomes  for  farmers  earned  from  their production,  by cushioning  the  impact  of 
market  fluctuations  and  guaranteeing minimum  prices,  and  to. ensure  uninterrup-: 
ted  supplies  for  consumers.  Intervention thus  helps  to stabilize  the  opera-
tion of  the agricultural markets. 
Depending  on  the methods  of Community  financing,  there are  two  types  of inter-
vention: 
(a)  intervention under which,  through a  market  organization,  an  amount  per 
unit  is  fixed  (e.g.  production aid x  ECU/100  kg),  the  resulting expendi-
ture being entirely covered by  Community  financing. 1  The  various produc-
tion or  processing aids  and  premiums  are  of this kind  (production aids, 
e.g.  for  oilseeds,  olive oil,  tobacco;  aids  to processfng or withdrawal 
of products  - e.g.  distillation of wine); 
(b)  intervention  for which  no  specific amount  per unit has been  set under  a 
market  organization. 2  This is  public  intervention taking  the  form  of 
buying-in,  intake,  storage,  processing and  subsequent  disposal  of products 
bought  in;  the Member  States'  intervention agenciesmust  buy  in,  at  the 
pr.ices  set by  the  regulations  governing  the market  organization,· all 
merchandise offered to  them. 
I  "First category"  intervention. 
2  "Second  category"  intervention. -24-
All  these  public  intervention operations entail costs which  the  EAGGF 
Guarantee  Section  finances  on  a  lump-sum basis  in all the Member  States, 
according to certain specific rules. 1 
A3.  Compensatory  amounts 
The  arrangement  for  compensatory  amounts  is  a  'temporary scheme  designed  to 
underpin  the  operation of  the agricultural market  set up  under  the  common 
agricultural  policy;  in particular,  it enables  the  principle of  single prices 
to be  complied" with,  and,  consequently",  intra- and  extra-Community agricultural 
trade  to be  maintained; 
" There  are  two  kinds  of compensatory "amount: 
- the  accession compensatory  amounts  (ACA)  designed  to bridge differences 
between the  prices  in  the  old Member  States  and  in  the  new  Member  States 
until  the  end  of transitional  periods enabling  the  latter to align their 
prices  gradually on  Community  prices.  First  introduced  on  I  January  1973 
until  31  December  1977,  when  the United  Kingdom,  Denmark  and  Ireland  joined, 
they were  used  again  from  I  January  1981  onwards,  when  Greece  joined the 
Community,  for  a  transitional  period which  ended  on  31  December  198"5.  Now 
that  Spain and  Portugal  have  joined,  accession compensatory  amounts are 
again being used,  from  I  March  1986  for  a  transitional  period of not more 
than  10  years. 
the monetary  compensatory amounts  (MCA)  served  to  temper  the  impact  on  agri.,-
cultural  trade of exchange  rate  changes  which  would  otherwise  force  up  or 
depress  the  common  prices when  they are  expressed  in national  currencies. 
They  make  it possible  for  trade  to  continue  according to  the  Community  regu-
lations.  The  monetary  compensatory  amounts  were  instituted following 
div"ergent  alterations  in exchange  rates which  began  in  the  Community  in  1969 
when  the  French  franc  was  devalued  and  the  German  mark  was  revalued at  the 
same  time.  The  amounts  are called "positive" when  they relate to a  Member 
State  the  currency of which  has  appreciated,  and  "negative" .when  they relate 
to  a  Member  State  the  currency of which has  depreciated.  The  "positive" 
Articles 4  to  8  of" Regulation  (EEC) No  11!83/78  (OJ  No  L  216,  5  August  1978). -25-
MCAs  are  paid on exports of merchandise. and  charged  on  imports,  while  the 
"negative"  MCAS:  are  charged  on  exports  and  paid out  on  imports  of agricultural 
products. 
Since  1984,  the  changes  made  from  time  to  time  in the  currency parities under 
the  European Monetary  System  (EMS)  have  .no  longer entailed the  creation of 
positive MCAs,  but  only the  introduction or  increase  in negative MCAs.  These 
MCAs  are  then  scaled down,  generally on  the  occasion of the  annual  price re-
views.  The  moneta,ry  compensatory  amounts,  which  are  shown  separately  in the 
EAGGF  Guarantee  Section. accounts,  have  entailed expenditure  falling  from  989 
million  ECU  in  1977  to 376  million ECU  in  1984  and  190  million ECU  in  1985; 
the  estimate  for  1986  is about 434. million ECU.  1 
For more  details  concerning the,origin and operation of  theMCAs,  see 
Information Memo  P  44,  July  1982,  released by  the  Spokesman's .Group, 
entitled "AHistory of  the Monetary  Compensatory Amounts". -26-
B.  FINANCIAL  RESULTS  FROM  1979  TO  1985 
B I.  Overall  trends 
I.  As  the  table below  shows,  to.tal  EAGGF  guatanl'"ee  expenditure rose  from 
10  400 million ECU  in  1979  to  19  700  mi.llion ECU  in  1985.  Annual  growth 
rates varied very widely  from  year· {o  year.  A drive  to adjust  policy on 
markets.and ensure  rigour  in management  has  enabled  the  usual rate  of 
increase to  be  effectively curbed  in certain years.  These  efforts, 
however,  have  been  counterbalanced by  a  sharp  increase  in Community  costs 
resulting  from  a  combination of various  factors:  unfavourable  situation 
due to the  decline  in world prices,  slack consumption because  of  the  general . 
world  economic  crisis,  and  an  increase  in production whicJ:t;  ·combined .with 
a  decline  of exports,  has  meant  more  intervention and  mounting  stocks. 
TableNo  5 
Overall  development  of  EAGGF  guarantee  expenditure 
Year  Total  expendifure I  Annual  .growth  rate 
{m  ECU)  (%) 
1979  10,440.7 
1980  II  ,314 .9  8.4 
1981  10,980.2  -3.0 
1982  12,405.6  13.0 
1983  15,811.6  27.5 
1984  18,346.4  16.0 
1985  19,744.2  7.6 
(I)  Including expenditure  reductions  resulting  from  sums  released on 
clearance of.the  accounts  of previous  years. 
2.  Changes  in the  shares  of  EAGGF  gross overall expenditure  in  the  total budget 
have  been examined  above  (p.  5),  and  a  comparison can  now  also be  made 
between  total  EAGGF  g1.1arantee  expenditure.and  the most  significant economic 
indicator,  the  Community's  gross  domestic  product  (GDP)  at market  prices. 
The  table below  shows  that  in economic  terms  EAGGF  guarantee  expenditure 
represents  only a  relatively light  charge  on  the  Community's  gross domestic 
product.  For  gross  expenditure,  the  EAGGF  guarantee  share  in GDP,  starting 
at  0.59  % in  1979,  reached  0.66  % in  1985,  having  declined  in  1980  and  1981. 
As  for  net  expenditure,  i.e.  after deduction of accruals  from  agriculture,. (5) 
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the  corresponding rate was  0.59  % in  1985,  compared with  0.47  % in  1979 
and  1980  and  0.42%  in  1981  and  1982. 
Year 
a 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
Table  No  6 
Total  cost  of  the  Guarantee  Section as  a  proportion 
of gross  domestic  produc"t 
EAGGF  guarantee  expendi~  Gross  domestic  product  EAGGF  guarantee"expen-
ture  ('000 m ECU)  of  the  Community  at  diture as  % of EEC 
I  market  prices  gross :domestic  product 
Gross  Minus  accruals  ('000 m E:CU) 
(source:  CRONOS)  Gross  Net 
b  c  d  e=WO  b/d  f=IOO  c/d 
10.440  8.297  I, 771.2  0,59  0.47 
II. 315  9.313  I ,997. 5  0.57  0.47 
)0. 980  9.233  2,220.9  0.49  0.42 
12.406"  10. 178  2,421.3  0.51  0.42 
15.812  I 3. 51.7  2.593. 1  0.61  0.52 
18.346  15.910  2,776.2  0.66  0.57 
19.744  17.565  2,975. I  (*)  0.66  0.59 
see  pp.  4  and"  5.  *  provisional 
B2.  Expenditure  for  individual products 
(see Tables  Nos  7  and  8  below) 
I.  Analysis  of expenditure  by  individual  product  shows  that  in  1985  milk and 
meat  products  accounted  for  by  far  the  greatest  share  of  Community  market 
support costs,  at nearly one-third of overall  expenditure.  Next  came  beef/ 
veal,  and  then,  each with  about  one-tenth of Community  expenditure,  cereals 
and  sugar. 
2.  A review of changes  in Community  expenditure" by  individual  product  for 
1979-1985  is also very  instructive:  for  the  products mentioned  above,  it 
is  found" that: 
- for milk products,  there was  a  substantial decline,  from  nearly half the 
EAGGF  guarantee expenditure  in  1979  to just under  27  % in  1982,  followed 
by  a  modest  increase thereafter.  Until  1982,  the  situation was  the .,.- .28  -
'  '  --" 
result of a  slower  incr.ea:_se  in mi1k  pi"oduct~and high wo.rld  market 
,,::;;;  ' 
prices;  since  1983,  the  sharp  increase itf"milk production until the milk 
quotas were  introd'uced;  ;less  favou.p~le conc:litions  ott  the w-orld  market 
and an  ipcrcease in public. sto<;lts  ol: 'butter and- ·skimmed-:~ilk  po~der 
boosted,e:itpel\~iture~k" the  revenues  fro~ the  coresponsibility levies; 
>"-~- . .  '  .. 
without  th~e levies,  costs would have  been even higher; 
-.._  f?J::~e'reals, a  very :sharpd~cli~e between:-I983. and  1~84,  following  a: 
~iiod of relative stab,ility,_ with a  recqvery  ~-in  1985.  This  contraction 
in expenditure was  largely due  to a  sharp narrowing of  the  gap_bet:~teef!­
world  pr-ices  and  Gommunity  prices as  the dpllar rose  rapidly in -value · 
.during the period concerned;  however,  the  situation was  reversed in  1985 
as  the dollar fell  back again and world-market prices declined; 
~ for beef/veal,  a  cyclical movement  peaked- out  in  t979  and  in  1982  and 
.bottomed out in  1_981  and  1985.  The  increase_in expenditutie ·in  1984  and 
1985  was  a  result of an  incr'ease  in production,  as  a_censequence  in par-
ticular' of the  introduction .of  the milk quotas; 
- for  fruit  and. vegetables,  a  slow but faitiy steady 'increase :i~  expenditur~ 
until 1984:  whHe spending on  fresh ·fruit  and vegetables  fell aB  a  result 
.o.f  fewer withdrawa,ls,.  partidul~rly of citrus- fr~it  a~d pears (despite an 
-inci"ease.in intervention  i~  I~85_ for  tomatoes),  there :was,  on the  other 
·hand.,  for  processed fruit  and vegetables  a  sharp' increase,  mainly. on 
product ion aids  for' proc'essed, tomatoes.  and'  to, a lesser degree; because 
of action t_aken ,to  support dried grape,s  and dried figs. 
Aluoll.g  the  other products,  wine' increased- substantially its share  in Collifiijlnity 
expenditur':,  risip,g  fr.om  0.'6 % in  1979  to nearly 7 % in f98lq  in  1985;fo~ver, 
_ el(pendJture  declined slightly.·  · 'l:he  shares  accounted  for  by_  tobacco_,  oil  seeds 
J~ihd protein plants, which' cost relativ.ely little_, did  incre_ase  fairly $teadily 
over the years. Table  No 
EAGGF  GUARANTEE  EXPENDITURE  BY  INDIVIDUAL  PRODUCTS! 
(m  ECU,  %) 
Product  :  1979  1980  :  1981  :  1982  :  1983  :  1984  :  1985 
:·mECU:  .,  :.m.ECU  :  .,  ::m-ECl)'  n  t.  :..tn.ECU  :  .,  :t.m.ECU.:  .,  :.mcECU.:  .,  :·D!,EC\L.:  ., 
:  :  :  :  :  :  :  :  :  :  :  :  :  : 
Cereals  :1.563,7  :  15,0  :1,669,0  :  14,8 ·:1.921,4  :  17,2  :1.824,5  :  14,7  :2.441,2  :  15,3  :1.650,0  :  9,0  :  2.310,2:  11,7: 
Rice  :  42,9  :  0,4  :  58,7  :  0,5  :  21,7  :  0 12  :  50,3  :  0•4  :  92 09  :  0,6  :  41,8  :  0,3  :  50,1:  0,3: 
Sugar  :  939,8  :  9,0  :  575,2  :  5,1  :  767,5  ':  6,9  :1.241,9  :  10,0  :1.316;2  :  8,3  :1.631,5  :  8,9  :  1.804,5:  9,1: 
Olive oil  :  388,2  :  3,7  :  317,9  :  2,8  :  442,7  :  4,0  :  493,1  :  4,0  :  675,3  :  4,3  :1.096,4  :  5,9  :  692,2:  3,5: 
Oilseeds  :  217,8  :  2,0  :  369,4  :  '3,3  :  582,1  :  5,2  :  720,7  :  5,8  :  945,6  :  5,9  :  655,6  :  3,6  :  1.110,6:  5,6: 
Protein  plants  :  61,9  :  0,6  :  60,5  :  0,5  :  65,5  Oi6  :  82;8  :  0,7  :  142,3  :  0,9  :  215,6  :  1,2  :  372,5:  1,9: 
Fibre  plants and  •  \  :  :  :  :  :  :  :  :  :  :  :  :  :  : 
silkworms  :  18,1  :  ·o,2  :  11,2  '  0,2  :  72,3  :  0,1  :  116,4  :  0,9  :  160,0  :  1,0  :  108,0  :  0,6  :  240,7:  1,2: 
Fruit  arid vegetables  :  442;9  :  4,2  :  687,3  :  6,1  :  641,1  :  5,8  :  914,3  :  7,4  :1.196,1  :  7,5  :1.454,6  :  7,9  :  1.230,7:  6,2: 
Wine  :  61,9  :  0,6  :  299,5  :  2,6  :  459,4  :  4,1  :  570,6  :  4,6  :  659,2  :  4,1  :1.222,6  :  6,6  :  921,4:  4,7: 
Tobacco  :  225,4  :  2,2  :  309,3  :  2,7  :  361,8  :  3,2  :.  622,6  :  5,0  :  671,3  :  4,2  :  776,4  :  4.,2  :  862,9:  4,3: 
Other  products  :  40,2  :  0,3  :  38,2  :  0,3  :  .46~7  :  0,4  :  53,4  :  0,4  :  55,6  :  0,3  :  51,5  :  0.3  :  54,7:  0,3: 
Mill<  products  :4.527,5  :  43,4  :4.752,0:  42,0  :3.342,7  :·Jo,o  :3.327,7  :  26,9  :4.396,1:  27,6  :s/441,7  :29,6  :  5.933,2:  29,9: 
Beef/veal  .  748,2  .  7,2  .1.363,3  .  12,0  .1.436,9  .  12,9  .1.158,6  .  9,3  .1.7·36,5  .  10,9  .2,546,8  .13,9.  2.745,7.  13,8. 
Sheepmeat  and  goatmeat  :  - :  - :  53,5  :  _0,5  :  191,5  :  1,7  :  251,7  :  2,0  :  305,6  :  1,9  :  433,5  :  2,3  :  502,4:  2,5: 
Pigmeat  :  104,9  :  1,0  :  .115,6  :  1,0  :  154,6  :  1,4  :  111,6:  · 0,9  :  145,0  :  0,9  :  195;9  :  1,1  :  165,3:  0,8: 
Eggs  and  poultry  :  79,5  :  0,8  :  85,5  :  0,8  :  83,9  :  0,8  :  103,9  :  0,8  :  123,3  :  0,8  :  69,8  :  0;4  :  63,2:  0,3:  ~ 
Non-Annex-II  products  :  252,2  :  2,4  :  221,3  :  2,0  :  282,4  :  2,5  :  414,4  :  3,4  :  343,2  :  2,2  :  382,4  :  2;1  :  440,9:  2,2: 
Fisheries  :  i7,0  :  0,2:  23,0  :  0,2  :  28,0  :  0,3  :  34,0  :  0,3  25,7  :  0,2  :  15,6  :  0.,1  :  16,1:  0,1: 
-~;;~1-~;;i;~i";~;;r-;,;-;e-;-~:  ;~~;~:~-:  -;;:~-:  i;:~;;;:6:~:  -;~:~-:  ;:;;~;;;;:;  ~ -;~:;- ~ ;:;~;;;;:;: -;;:;- ~ ;:;~~;;::;:  ~ -;6:;- ~ ;:;~;;;:;  ~ ;;:~-:  ;:;~;;:~:;: -;;:;: 
-~!:.!.'!.!:.~ ..  :...-"":' ___  "':" ___________ .:--------:  ------:-------..:..:------:  ______ .,. __ : ___  .;_ __ : -------:--!  _""7 ____  : --------:------:  ---~-·---: -----:  -------~: -----: 
Access1on  compens;:tto~y  :  .:  :  :  :  '  :  :  :  :  :  :  :  :  :,  : 
amounts  "  :  0,2  :  0,0  :  - :  - :  0,1:  0,0  :  .0,4:  0,0  :  0,3:  0,0  :  0,3:  0,0  :  0,2:  0,0: 
Monetary  ·t:ompensatory  .  .  .  .  .  ,  ,  '  .  .  .  .  .  .  ,  . 
amounts  ;  708,4  ;  6,8  ;  298,5;  2,6  ;  238,3;  2,1  ;  312,7;  '2,5  ;  488,3;  3,1  ;  375,9;  2,0  ;  189,6;  0,9; 
~~·  c;omp~~s  ..  me~.su.r.e_s  . .  - :  - :  - :  - :  :  - :  - :  ·- :  - :  - :  - :  - 136  4::  0  7: 
TOTAL  EAGGF  GUARANTE1 E  :10.440,7:100,0  :11.314,9:100,0  :11.141,2:100,0  :12.405,6:100,0  :15.919,7:100,0  :18,371,9:100,0:19.843,4:100,0: 
EXPENDITURE  ·  :  :  :  :  :10.980,2  (2)  :  :  :15.811,6(2)  :18.346,4(2)  :19.744,2(.2) 
The  expenditure  is  drawn -from  -th~: Member  States'  declarations  under  the  advance  payments  system  an<:J.  shown  by. year  acc_drding  tO 
Article·· 97  of  the_  Financl"al· Regulation~ 
Allowing  for  e:tpehditure  reductions  following  clearanCe  of  accounts~ 40 
5 
0 
1979 
--' 
' 
1980 
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Table  No  8 
RELATIVE  CHANGES  ,IN  EAGGF  GUARANTEE  EXPENDITURE 
FOR  THE  MAIN  PRODUCTS 
... 
1961  1982 
Cereals 
Sugar 
(%) 
..•  ,  .  ~·ruit  and vegetabl  s 
Milk products 
- ..  _  Beef/veal 
1963  1984  1985  1996 -----------------~--------~----------~----------~----------------------------------------~--------, 
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B3.  Breakdown  of expenditure  by  product,  according to  the 
economic  nature  of the measur-es 
Tables  No  9  and  No  10  show,  respectively,  the  breakdown 'of  expenditure  according 
to the  economic  nature  of the measures  for  191\5,  and  chang.es  in this  type  of 
expenditure,  overall,  for  1979-1985. 
The  breakdown  by  economic  nature  can only be  a  general  guide  because  the  budget 
nomenclature  classifies expenditure  according  to  legal basis  and  the  legal  basis 
may  not  coincide with  the  economic  nature. 
I.  In  1985  payments  on  refunds  on exports  to  non-member  countries  represented 
a  littlemore than one-third of total expenditure  for  the year,  the  greatest 
share being accounted  for  by milk products  (10 %),  followed  by  sugar  (7  %) 
and  beef/veal  (7  %). 
2.  Intervention mobilized nearly two-thirds  of  Community  financing.  It is 
broken down  into .public or private  storage  aids,  whhdrawals  and  similar 
operations,  price-compensating aids,  which  are  in fact  aids  for  .the  infernal 
market,  and  guidance  premiums. 
The  E!!~~=~!!!!!E~!!!!!!E!~lL!!i~!!  remain  the main  type  of  intervention.  This 
heading  includes  aids  granted  to processors and  consumers  on  the  internal 
market  of  the  Community,  which  are  paid  to ensure  that  the  prices  charged 
to  consumers  compete with  those  for  products  imported  from  non-member 
countries;  there are three main  classes..,.  production aids,  consumption aids 
and  processing aids. 
The  main  products  supported by  price-'compensating aids  in  1985  were  meat 
products,  oilseeds,  fruit  and  vegetables,  and  tobacco.  Production aids 
went  mainly  to olive oil! oil  seeds  (rape  and  sunflower),  protein plants 
(peas  and  field  beans,  dried  fodder),  tobacco,  wine,  sheepmeat  and  beef/veal, 
cereals  and  rice,  and  cotton. Tabie  No  9:  BREAKDOI<ll  OF  EXPENDITURE  BY  SE.CTOR  ACCORDING  TO  THE  ECONOMIC  NATURE  OF  THE  MEASURES  ~  1985 
PRODUCT 
:·  Cerea~s 
:Rice 
:  Sugar 
:  Olive oil 
1 
:  Oilseeds,  of which 
:  -- rape,  sunflower 
:  Protein plant-s,  __  of which: 
:  - pea,s ·and  field beans 
:  - dried  fodder 
: Fibre ,.plants,  of which 
hemp  and  flax 
:...  cotton 
- silkworms 
Fru--it  and vegetables 
:Wine 
:Tobacco 
: Other  products,  of' which: 
seeds 
:  - hops 
:  ~ beekeeping 
: Milk  and milk products 
:  of which: 
Total 
expenaiture 
2  ..  3  + 8 
2.310,2 
50,1 
1.804,5 
692,2 
1.110,6 
986,2 
372,5. 
255,5 
116,9 
240,6 
27,2 
212,7 
0,7 
l.Z30,7 
921,4 
862,9 
54,6 
46,4 
8,2, 
, p.m. 
5.933,2 
:  - skimmed  milk  :  2.81$,1 
:- butter  :  2.345,2 
:  Beef/veal  :  2. 745,8 
:  Sheepmeat  and goatmeat  :  502,4 
Export 
refund-s 
3 
1.076, 7 
36,6 
1.352,8 
i9,2 
3,4 
3,4 
74 '5 
18;9 
32,0 
2.028,2 
408,0 
616,4 
1.338,6 
:  Pigmeat  :  165,4  :  102,9 
:Eggs  and  poultry  :  63,2  :  63,2 
:Non-Annex II products  :  440,8  :  440,8 
(mECU) 
economic  nature  of  the-measures 
_  Ip._t_~rv~n.t  i-on. 
:  Withdrawals  :  Price --=='-,~G~u-1:-.d:-a-n-c'"e--,---------
Storage  :  and  similar  :  compensating:  premiums  Total 
(l)  :  o_p..e.r<Lt imns  :  aid_s.  _ 
"  :  5  :  6' 
751,8 
440,1  (3): 
5,2 
- 0,5 
- 0,5 
89,6 
11,9 
1.  972,8 
580,0  (9): 
1.325,8 
1.094,1 
62,5 
213,4 
599,0  (5): 
481,7 
13,5 
11,6 
667,8 
1.107,7 
983,3 
372,5 
255,5 
116,9 
240,6 
27,2 
212,7 
0,7 
942,8 
213,9 
819,0 
54,6 
46,4 
8,2 
p.m. 
1.891,0 
1.827,1 
403,0 
196,5 
502,4 
(2): 
(4): 
(6): 
( 7): 
7  :  8•4+5+6+7'· 
41,2  (8): 
116,6(10): 
1.233,5 
13,5 
451,7 
613,0· 
1.107,2 
982,8 
372,5 
255,5 
116,.9 
240,6 
27 •.  2 
212,7 
0,7 
1.156,2 
902,5 
830,9 
54,6 
116,4 
8,2 
p.m. 
3.905,0 
2.407,2 
1. 728,8 
1.407,1 
502,4 
62,5 
• F.isheries  :  16  1  :  - 0  1  :  - :  16  2  :  - :  - :  16  2 
:·Sub  total  :  19.517,2  :  6.587,7  :  4.427,5  :  828,6  :  7.515,6  :  157,8  :  12.9Z9,5 
:  ,  :  100  0  :  33  8  :  22  7  :  4  2  :  38  5  :  0  8  :  66  2 
:  Compensatory amounts  :  189  8  :  128  4  :  - :  - :  61  4  :  - :  61  4 
TOTAL  :  19.707,0  :  6.716,1  :  4.427,5  :  82~.,6  :  7.577,0  :  157,8  :  12.990,9 
'- :  1QQJo  :  34,1  :  22.4  :  4.2  :  38.5  :  o.s  :  65,9 
l  I 
.w  .  .., 
!  I  w 
N Notes  concerning Table  No  9 
I.  Private and  public  storage. 
2.  Including production  refunds  (processing of cereals  and  potatoes  into starch)  (180.8 m ECU)  and  durum wheat  aid 
(242. 5  m ECU). 
3.  Reimbursement  of private  storage  c~sts. 
4.  Promotion  ("25.5  m ECU)  and  processing  (100.0 m ECU)  of  Community citrus  fruit plus  intervention for  processed 
products  (817.3 m ECU). 
5.  Distillation (599  .. 0  m ECU). 
6.  'Aid  to relocation  (storage)  of  table wines  (12.3  m ECU)  and  aid  to  concentrated mus·t  (148.2  IJ1  ECU).· 
7.  This  amount  includes  1 inear  and  supplem<;!ntary coresponsibility levies  (637. 3  m ECU). 
8.  Milk non-marketing and dairy herd  conversion premiums. 
9.  Of  which,  573.0 m ECU  for  skimmed-milk powder  for  pig- and  poultry-feed. 
!0.  Calf premiums  promoting her.d  reconstitution. 
w  w Total expenditure 
(including CAs) 
1  Refunds  (R) 
Intenention (I) 
Cereals  (excl.  ric.e) 
R 
~able No  10 
Expenditure  by  pt-oduct  accOrding  to  the  economic  nature of the measures  (m,ECU) 
.. 
1979  I  1980  I  S  1981  I  S  I  1982  I  S  I  1983  I  S  I  1984  I  S  I  1985  I  S 
I  :  I  I  I  (XJt  I  I  I  (x):  I  (x)l  I  (X)_I ___  : 
I  I  I 
10.440,7 1100,0  I  11.314,9 1100,0  II  .·141,2  1100,0  12,405,6  1100,0  I  15.919,7  1~.00,0  I  18.371,9  1100,0  I  19.707;0  :100,0  I 
I  I 
I  4.981,8  I  47,7  I  5.695,0  I  50,3  I  5.208,6  I  46,8  I  5.053,7  I  40,8  I  5.559,7  I  35,0  I  6.619,1  I  36,0  I  6.716,1  I  34,1 
I  5.458,9  I  52,3  I  5.619,9  I  49,7  I  5.932,6  I  53,2  I  7.351,9  I  59,2  I  10.360,0  I  65,0  I  11.752,8  I  64,0  I  12.990,9  I  65,9  I 
I  I  I  I  I  I  I  I  I  I  I  I 
I  I  I  I  I  I  ' 
I  I  :  I  I 
' 
1.563,  7  I  15,0  I  1.669,0  I  14,8  I  1.921,4  I  17,2  I  1.824,5  I  14,7  I  2.441,2  I  15,3  I  1.650,0  I  9,0  '  2.310,2  I  11 07  I 
I  1.184,7  I  11,4  I  1.174,7  I  10,4  I  1.206,3  I  10,8  I  1.064,9  I  8,6  :  1.525,0  I  9,6'  918,3  I  500  I  1.076,7  I  5,5  I 
379,0  I  3,6 I  494,3  I  4,4  I  715,1  '  6,4  I  759,6  I  6,1  :  916,2  '  5,7  I  731,7  I  400  I  1.233,5  I  6,2  I 
1----.-·  ------1----1--1----1--.  l---·-·-l----1--l----l--1----:---:-----·---1 
:.  Sugar 
R 
I 
939,8  :  9,0 : 
685,1  I  6,6 I 
254,7  I  2,4  I 
575,2  :  5,1 
286,2  I  2,5  I 
289,0  I  2,6. I 
76715  I  6,9  I  1.241,9  I  10,0·1  1.316,2  I  8,3 I  1.631,5  I  8,9  I  1.804,5  I  9,2: 
409,2  I  3,7  I  744,0  I  6,0  I  758,1  I  4,8  I  1.190,0:  6,5  I  1.352,8  I  6,9 I 
358,3  I  3,2  I  497,9  I  400  I  558,1  I  ) 05  I  441,5 I. 2,4  I  451,7  I  2,3  I 
1----:--:--·  --·-·-·---·  -1--1----:--.  -1----:---.;..:----:---:----=---1 
Fruit  and vegetables 
R 
442,9  I  4,2  I  687,3:  6,1  :  641 01  I  5,8:  91403  I  7,4  I  1.196,1  I  7,5  I  1.454,6  I  7,9  I  1.230,7  I  6,3  I 
34,5  I  0,3  I  41,3  I  0,4  I  42,8  I  0,4  I  59,5  I  0,5  I  58,1  I  . 0,4  I  58,6  I  0,3  I  74,5  I  0,4: 
I  -,4 :  3,9  I  646,0:  5,7  I  598,3  :  5,4  I  854,8  I  6,9  I  1.138,0  :  7,1  I  1.396,0. I  7,6  I  1.156,2  I  5,9 I  ,.;__ ______  .  -----·-~  :------:-.-·  -·--~--=---:-__:_  ____ ,  __  1---.-=---:.--io.--:---l-----:---:----:---· 
Milk  and  milk products  1  4.527,5  1 43,4  1  4.752,0 1 42,0  3.342,7  I  3000  I  3.327,7  I  26,8  I  4.396,1  I  27,6  I  5.441 07  I  29,6  I  5.933,2  I  30,1  : 
1.886,3  I  16,9  I  1.521,3  I  12,3  I  1.326,8  I  8>3  I  1,943,4  I  10,6  I  2.028,2  I  10,3  I 
1.45604  I  13,1  I  1.806,4  I  14,5  I  ).069,3  I  19,3  I  3.498,3  I  19,0  I  3.905,0  I  19,8  I 
R  I  2;087,9  '  20,0  I  2.745,9  I  24,3  I 
I  2.439,6  I  23,4  I  2.006,1  I  17 o 7  I 
-------.------:----:----:------:--:-..:.----:----:-----s--.-:----:----:~-----t----:----:--: 
Beef/";eal  748,2  I  7,2  I  1.363,3  I  12;0 
R  270,2  I  2,6  I  715,5  I  6,3  I 
47800  I  4,6  I  647,8  I  5,7  I 
1,43609  I  12,9  I 
825,2  I  7,4  I 
611,7  I  5,5  I 
1.158,6  I  9,3 
643 05  I  5,2  I 
515,1  I  401  I 
1.736,5  I  1009  I  2.546,8  I  13,9  I  2.745,8  I  13,9  I 
828,2  I  5,2  I  1,)92,7  I  7,6  I  1.338,6  I  6,8  I 
908,3  I  5,7  I  1.15401:  6,3:  1.407,2  I  7,1  I 
:----- ------:-----:--:-------·---·  Other  products  •  ·  .-----1--1----~---~---•-- .  R  •  ~-.-~--~-----1------1---1 
2.218,6 
719,4 
1.499,2 
21,2  I  2.268,1  I  20,0  I  3.031,6  I  27,2 ,I  3.938,6 
608  I  731,4  I  6,4  I  838,8  I  7,6  I  1.020,5 
14,4  I  1.536,7  I  IJ.6  I  2.192,8:  19,6  I  2.918,1 
31,8  I  4.8)3,6  I  30,4  I  5.647 03  I  30,7  I  5.682,6  I  28,8  I 
b,2  I  1.063,5  I  6,7  I  1.116,1:  6,1  I  845,3  I  4,3  I 
23,6  I  3. 770,1  I  23,7  I  4.531,2  I  24,6  I  4.837,3  I  24,5  I 
'I 
(M)  Not  including  the  results of accounts  clearance  or of Community  c6mpensat'ion measures. 
w 
-!>-(6) 
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On  the  other hand,  processing aids  go mainly  to milk products  and  fruit  and 
veg'etables,  and,  to  a  lesser extent,  cereals. 
The  ~~i~~~~~-PE~~i~~~· which  are meant  to guide  production directly,  concerned 
only milk products  and beef/veal  (e.g.  premiums  for  cessation of dairy  farming, 
suckler cow  premiums, .etc.)., 
Intervention concerning  ~i!~~E~~~~-iE2~-!~~-~~E!~!-~~~-~!~!!~E-2P~E~!!2~~ 
concern wine,  fruit  and vegetables  and  fisheries. 
Intervention concerning storage  covers  both  private  storage costs  and  public 
storage costs,  including the  cost, of special disposal  schemes.  The  storage 
of agricultural  products  is a  relatively heavy item for  the  Community, 
representing  in  1985  more  than  22  % of total  EAGGF  guarantee  expenditure. 
The  product  costing the  Community  most  is milk,  because  of the  surpluses of 
butter and  skimmed-milk  powder,  with, well  behind,  beef/veal,  cereals and 
olive oil. 1  The  total value of products bought  in and  in store  in the 
Community  at  the  end  of  1985  was  about  10  500 million ECU.  Ample  appropria-
tions will  be  needed  to ensure their financing  and  disposal  in coming  years. 
Unlike  other .intervention measures,  the  cost of intervention operations  in 
the  form  of  storage  is defrayed  initiapy by the Member  States,  the EAGGF 
being involved  only later,  to  reimburse  technical,and financial  costs  on  a 
flat-rate basis  plus  any  losses  on  sales.  Public  storage,  costs~ which  in 
1985  accounted  for  more  than  three-ql!arters of  the expenditure  incurred  for 
this  type  of  intervention,  comprised technical  costs  (intake,  storage  pro-
per,  withdrawal,  proces,sing),  financing costs  (interest  on  the, national 
funds  immobilized),  and losses  S!Jffered or profits made  on  the sale of goods 
stocked  (including price  reductions  for  special disposal  schemes).  The 
Member  States'  intervention agencies  buy  in and  sell the  intervention pro-
ducts and,  for  this purpose,  borrow  in their own  countries  the  funds  needed, 
the  cost of which  can vary very widely  from  one Member  State  to another. 
In view of  the budgetary difficulties,  the  Council  has  adopted Regulation 
(EEC)  No  1334/862,  wh1ch  authorizes the  Commission  to  finance  during  1986, 
1987  and  1988  interest costs  lmd  storage costs at  a  level below the  repre-
sentative costs  fixed  on  a  flat~rate basis at  Community  level.  This 
Costs 'Of  storing sugar  are  covered by  special  storage levies  on. the  refiners. 
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facility was  used  by  the  Commission  in  ~ay  1986,  so  that  the Member  States 
must  now  defray part of these  costs  themselves. 
In order  to  provide  a  book value  of the  stocks of products  bought  in and, 
from  this,  to  be  able  to calculate  interest  paid by  the  EA.GGF  for  capital 
immobilized  for  this  purpose,  a  Community  regulation  (Regulation  (EEC)  No 
1883/781)  specifies that  the  Commission must  establish at  the  end  of  the 
year. the  carryover price to be  referre.d  to  for  the  following year.  Gene-:-
rally,  this  price  is representative of  the  average  buying-in price of  the 
merchandise  during  the  year. 
A.s  stocks  are often sold below  cost.,  or  book value,  the  Commission  has 
authority to reduce, within certain limits,  the  book  value  to bring it 
closer  to  the  real value,  in  the  light of  funds  available.  This  operation, 
known  as  "financial depreciation of quantities of products  in  intervention 
store at  the  end  of  the  yea~", has  been· carried out  three  times- in  !978, 
1981  and. 1985. 
On  a  proposal  from  the  Commission,  the  Council  adopted  Regulation  (EEC)  No 
964/862  rendering more  flexible  the  financial  depreciation mechanisms  to 
enable  the  Commission  to  take  advantage more  eaaily of any opportunity  for 
aligning the  book value,  which  is  to.  some  extent artificial,  on  the  real 
value  and  thus  achieve  interest charge  savings. 
mented  for  the  first  time  in May  1986. 
This regulation was  imple-
3.  Changes  in expenditure  according to the  economic  nature  of  the  measures 
between  1979  and  1985  show  that .the  share  of export  refunds,  which,  in  1979, 
.accounted  for  a  little less  than half of total expenditure,  was  gradually 
worked  down  to  34  % in  1985.  A.t  the  same  time,  but  conversely,  interven;... 
tion,  which  accounted  for  52.3  % of Community  financing  in  1979,  rose  to 
nearly  6.6  % in  1985. 
Changes  in  the  respective  shares ofexport refunds  arid  intervention in 
total expenditure  on  the main  agricultural  products  between  1979  and  1985 
can be  shown  more  clearly than  in extensive  text  by  the  following Table  No  11: 
1  OJ  No  L  216,  5  August  1978 
2  OJ  No  L  89,  4  April  1986 Table  No  ·II 
Export- refunds_  and  inter-,.reritioil  as  shares of total  e_xpenditure  on  the main products 
% 
1  .  I  Total  I  1979  I  198o  -r---198l_T  ___ 1982  T-i983  ___ T ___  l_9s4- _T ___  19IIs  -1 
I  Products  I  Expenditure +--=:-~--::--~-=-.,..--.-::-~--:::----=:--+-::---=-+-::----::-+--:::----=--+-::--::---+ 
I  I  I  :  I  I  :  : 
I Cereals  (excl.  rice)  I  100  I  76  24  I  70  :  30  I  63  37  I  59  41  I  63  :  37  I  56  44  I  47  :  53  I 
l-----------------------'----1---------------l--,--~ -----1-',----: -----, 1----- -----1----- -----1-----: --'--1----- -----1-----: -----1 
I sugar  I  100  I  73  21  I  49  :  s1  I  54  46  I  60  110  I  58  :  42  I  13  . 21  I  75  :.  25  I 
l--------------------------'-l---------------1----- -----1-----: -----1----- -----1----- -----1-----:  ----1--~-- -----1-----:-----1 
I Fruit  and  vegetables  I  100  I  1  93  I  1  :  93  I  ,  1  93  I  1.  93  I  5  ;  95  1  4  96  1  6  :  94  1 
l----------,---'---------~----l-------.,--------1----- -----1----.:: -----1----- -----1----- -----1-----: ---'-1----- -----1-----:-----1 
• 
I Milk  products  I  100  I  46  54  I  sa  I  42  I  56  44  I  .46  54 .I  30  :  10  I  36  64  1  34  :  66  I 
l-----------'--~-----------'--l-'·------------·1----- -----1-----:-----1-----, -----1----- -----1-----:-,---1----~ -----1-----:-----1 
I Beef/veal  I  100  I  36  64.  I  53  :  47  I  57  43. I  56  44  I  48  :  52  I  55  45  I  49  :  51  I 
R  •  refunds 
I  =  interventions 
c: 
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C.  OPERATION  OF  COMMUNITY  FINANCING  OF  THE  GUARANTEE  SECTION 
C  1.  Centralization of Community  financing and 
decentralization of  individual  payments 
Centralization of Community  financing was  strengthened  in  1971  when  it was 
agreed  that  the ·Community  would  no  longer  simply reimburse  to  the Member  States 
the  costs the latter had  defrayed,  but would  assume  responsibility  for  the 
cash  flow  of  the national  agencies  responsible  for making  the  payments. 
This  change  thus  consisted  in ari  additional  transfer of responsibility  from  the 
national  budgets  to  the  Collliriunity  budget. 
Disbursements  on  market  support  are  technically carried out by  the Member 
States'  agencies,  which  are  the links between  the  EAGGF  and  the  farmers, 
traders  and manufacturers:  as  it would  be  quite  impossible  for  the  Commission 
itself to  carry out  the  formidable  number  of  payments  arising annually  from 
the  common  policy on  the  agricultural markets,  the  Commission  relies upon  the · 
existing national agencies,  which must  report  their operations. 
Subject to audit,  the  payments  made  by  these  agencies  rank as payments  coming 
under  the  budget  of  the European  Communities.  Their verification and 
recording  in  the  Commission's  accounts  then  follow  the.  procedures  implemented 
and  applicable  for  all Community  expenditure. 
While  the  Commission  is thus  responsible  for  the EAGGF's  centralized opera-
tions,  only  the Member  States,  in practice,  implement  the  schemes. financed by 
this. Fund.  As  a  result,  the work  carried out  by  the national  departments  is 
not  only of  the  greatest  importance  but  there. is also a  great  deal  of it. 
The  Member  States's various  national departments,  and  their paying  agencies 
and audit  boards,  must  handle  on  a  day-to-day basis operations  running  into 
hundreds  of  thousands  of  items  and  involving the management  of  a  large number 
of intervention schemes,  the. payment  of export  refunds,  the collection of 
levies, etc.  These  agencies  also have  contacts with private individuals  and 
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~firms engaged directly or  indirectly in these  operations,  and  they therefore 
contribute directly to  financing  and  audit  and verification measures. 1 
Under  Article 8  of Regulation  (EEC)  No  729/70,  the Member  States carry out  this 
work  in accordance with national  laws  and  regulations;  the  administrative 
machinery and  procedur~es used may  therefore vary  from  Member  State  to Member 
State.  The  implementation and  management  of  the  schemes  ~financed by  the  EAGGF 
involves,  at  the  level  of each  Member  State,  the mobilization of a  large  number 
of departments  and  thousands~of officials,  and  the  use  of the Member  States' 
own  administrative machinery. 
C2.  The  financial  mechanisms  of the  Guarantee~Section 
The  main  features  of  the  financial  mechanisms  of  the  Guarantee  Section are: 
1.  the  switch,  on  I  January  1971,  from  a  system of reimbursement  to one  of 
direct  financing; 
2.  a  Community  system of advance  payments  to  the Member  States,  so that,  since 
1971,  they have  no  longer bad  to  finance  Community  expenditure  in advance; 
3.  the  role,  for the  payments  to beneficiaries  (individuals or  firms),  .of  the 
paying departments  and agencies; 
4.  Commission  decisions clearing regularly and  definitively the .Member  States' 
accounts,  preceded by verification; the prevention and  prosecution of 
irregularities. 
I.  Tbe  switch  from  reimbursement  to direct  financing 
From  the  time  when  Community  financing started until  the  date  of entry  into 
force  of Regulation  (EEC)  No  729/70,  i.e.  from  July  1962  to the end of  1970, 
the  financial  operation of  the  Guarantee  Section was  b.ased  on  the  principle 
of  reimbursement  to 'the  Member  States  of expenditure eligible under  this 
Section.  The  Member  States  therefore had  to  provide  the necessary appro-
In  fact  there  is no  legal  link between  the  Cotnn\unity  and  a  person entitled to 
financing  under  the  common  agricultural  policy,  the  link being between.,the 
person  and  the Membfr  States  responsible  for the  financing.  ' -40-
priations in their own  budgets,  thereafter place  the  funds  at  the  disposal  of 
their departments,  and  subsequently  file .reimbursement  claims with  the  Com-
mission. 
On  I  January  1971,  coinciding w.ith  the  introduction of the  system of  Commu-
nity own  resour.ces  intended  to  cover all  the  expenditure  from  the  Comtllunity 
budget,  Regulation  (EEC)  No  729/70 established a  new  arrangement quite 
different  from  the  old  one. 
This  transferred  from  the Member  States  to  the  Community  the  advance  finan-
cing of  expenditure  on  the  agricultur~l markets,  using a  technique  of 
advance  payments.  The  role of  the  budget  of  the  European  Communities  was 
thus  substantially enhanced  becaus.e  of  the  need  to  open  appropriations  in 
advance. 
2.  The  Communhy  advance  payments  system 
Under  Regulation  (EEC)  No  729/70,  introducing  a  definitive  financing  system, 
a  system of advance  payments  of  funds  was  set up,  initially by Commission 
Regulation  (EEC)  No  2697/70, 1 later replaced by  Regulation (EEC)  No  380/78,2 
which  consolidated all  the  provisions  adopted  since  the  original  regulation. 
Because  of  the. adjustments  ne.cessitated by changes  that  had  occurred  and 
experience  gain.e·d  in subsequent  years,  the  system was  altered  in  1983  by 
Regulation  (EEC)  No  3184/83,3  and  then  in  1985  by  Regulation  (EEC)  ~o 3462/ 
.85.4 
Artiele. 4(2)  of Regulation  (EEC}  No  729/70  lays  down  the  principle that 
"the  Commission  shall  place at  the  disposal  of  the Member  States  the  appro-
priations necessary to enable  the  appointed  departments  and  agencies  to 
proceed, in accordance with Community  rules  and  national  legislation,  to 
the  payment  of  .. expendfture ...  ". 
I  OJ  No  L  285,  31  December  1970. 
2  OJ  No  l  56,  27  February  1978. 
3  OJ  No  L  320,  17  November  1983. 
4  OJ  No  L  332,  I  0  December  1985. -41-
It is the Member  State which  decides  on  the  distribution. of  the  Community's 
financial  resources  among  the various  paying departments,  but  it must  com-
-ply with certain general  criteria.  In exceptional  circumstances,  the 
Commission has  power  to make  an extraordinary advance  payment  to a  Member 
State. 
The _member  government  plays  a  role of go-between  between• r~he  ~ommunii.:ty  and the 
paying departments  in this  system;  it thus  assumes  responsibility  for  appli-
cations  for  advance  payments  and  for  the  distribution of  the  funds  among  the 
paying departments. 
Close  cooperation has  been needed between  the  central  governments,  the 
paying departments  - working  under  Community  laiN  - and  the  Commission. 
The  present  system of advance  payments  d~es,  however,  have  disadvantages 
inherent  in its nature,  reflected  in rather-cumberso.me  administration and  a 
period of uncertainty as  to the  use of appropriations  towards  the  end  of 
the  year.  Because  of .these disadvantages,  the Commission  is  studying  the 
possibility of bringing  the  present  arrangements  closer to a normal  budgetary 
procedure- by  a  system of direct .payments  and  accounting,-requiring computeri-
zation of the  links  between  the  Commission  and  the Member  States'  paying 
departments. 
3.  The  paying departments  or agencies 
The  present  system of  financing  requires more  and  stronger links between 
the  Commission  and  the  departments  and  agencies  appointed  by  the Member 
States  to  pay  EAGGF  guarantee expenditure.  Article  4  of Regulation  (EEC) 
No  729/70  requires  the Member  States  to notify the  Commission  of  the  depart.,-
ments  it has  decided  to approve  and  to  send  to it information concerning 
their operation,  in particular details of  the  administrative  and  acco~,tnting 
conditions  under which  the  payments  are made,  and  reports  and  accounts 
relating to  such  expenditure. 
This  clause  gives  the  Community  a  watching brief over  the work  of the paying 
departments  a(ld  agencies;  this  right  is exercised  i~ close cooperation ·with 
the Member  State  responsible. -42-
The  paying departments  are  the basic administrative units  responsible  for 
refund and  interventio.n payments.  These  are  the  agencies  normally keeping 
the  detailed  files  recognizing the  rights  of  the beneficiaries. 
They  generally enjoy  some  financial  independence,  and,  in many  cases,  farming 
federation  representatives are  involved  in varying degrees  in their opera-
tion.  The  administrative structure of  these  departments varies  from  one 
Member  State  to another.  In France  and  in the  Netherlands,  the  agencies 
are  specialized by market  organization sector.  In Germany  and  in Italy, 
there  is one  department  responsible  for  refunds  aQd  another  for  intervention; 
for  certain intervention expenditure,  regional  departments  execute  payments. 
In Luxembourg,  Ireland and  Greece,  all  the  payments  are made  directly by  the 
ministries of Agriculture,  while  in the  United Kingdom  and  Denmark,  these 
ministries  use  special  departments  for  this work.  In Belgium,  two  agencies 
are  responsible  respectively  for  the  payment  of  refunds  and  intervention, 
certain intervention operations  in the  dairy sector being executed by  a 
specialized agency. 
At  the  end  of  1985  the  ten Member  States had  appointed  44  paying departments 
or agencies;  with  the  enlargement  of the  Community  to  include  Spain and 
Portugal,  corresponding departments  have  been appointed  in those  countries. 
The  large  number  of departments  responsible  in various capacities  for  Commu-
nity  financing  does  have  disadvantages  hampering  the  smooth  management  of 
the  Community's  public  financeS. 
4.  Auditing,  accounts  clearance decisions,  prevention and  prosecution of 
irregularities 
4. I  General-
Under  the  common  agricultural  policy,  and  in particular  the  management  of  the 
various  EEC  market  organizations,  the  Community's  legislating bodies  (the 
Council  and  the  Commission)  adopt  annually more  than  3  000  instruments 
(regulations  and  decisions) concerning mainly measures  entailing expenditure. -43-
In different-ways  depending  on  their administrative structures,  the Member 
States have  empowered  departments  and  institutions to  pay  the  aids  to  the 
beneficiaries.  More  than 44  paying agencies  are  now  working  in  the  Member 
States.  The  legal  relations between  the  paying  agencies  and  the  benefi-
'ciaries  come  under  the  national  legislation of each  Member  State.  But  it 
is the  Commission which,  whe.n  the  accounts  are cleared,  adopts  decisions 
with regard  to all  the  expenditure disbursed by  the Member  States during 
a  given budgetary year. 
In this connection,  the  only key  criterion consists in determining whether 
this Member  State has  effected its expenditure  in a.ccordance  with  Community 
law. 
The  Director-General of  the Directorate-General  for  Agriculture  (DG  VI),  as 
authorizing officer for  agricultural expenditure,  uses  the  EAGGF  directorate 
for all audit  tasks. 
Expenditure  by  the Member  States on  behalf of  the  EAGGF  Guarantee  Section 
is verified by  two  departments: 
- the  accounts  clearance division, 
and 
- the  specialized department  responsible  for  irregularities and  special 
controls. 
Of  their nature,  the  accounts  clearance  and  irregularities and  special 
controls  departments  have  to work very closely together.  Their work  is 
organized  in  such  a  way  that  the  former  concentrates verification on  the 
Member  States'  paying  agencies  and  the  latter verifies beneficiaries 
directly. 
The  two  departments  exchange  information regularly,  the accounts  clearance 
procedure  being  the  instrument  which,  Wh(;!re  appropriate,  enables  financial 
sanctions  to  be  applied  to Member  States  failing  to comply with  thei.r 
obligations. "-- 44 
'4.2 Audit .of  e;xpenditure  and  accounts  clearance decisions 
ThE!  Member. States  1·  f.~nn.;;l  returns detailing· real expenditure' carried out 
._during .the  year  are  the basis  for  the work on cloSing tlie acccn.tnts.·  ·These 
returns,  ar.e .verified at  the Member  States'  paying agenCies ·by  'the  Gommis.:. 
sion'  s  staff· on  the basis of documentary  ev'idence ·produced,  The  aims  of 
this a:i:!dit  work .are  not  only to  compare  the  MeQ~ber States'  ret~.rns with  the 
paying agenCies'  own  books,  bui;  also to check,  on the basis. o.f  individual·· 
payment files, .that Community  law has  been properly applied. 
A systems  audit is also  ca~ried out,  i,e.  a:  critical analysis  o~ the mana-· 
-.  '  ;  .  ·.  )  . 
gement  of  Community  funds  and of national control mechanisms.·  In this 
context,  tne Commissiori's .insp!ic:tors  examine  the  administ.radve  procedures 
'  . 
followed  by  the  paying :'agencies: to ascertain whether  expenditure has 'actually 
been carried out, in .accordance with ·community  law.  If  ~erification .shows 
- .  .,  ,  /  . 
that  there ,are weaknesses ·in. t.he  paying agencies  1  systems,  these· are  reported 
to  tQe  Member  States concerned  and  proposals  ,for  im~rovemeht are  tna~e.  In 
this way  systems  audit by the 'Comt~tiss.ion. contributes  to ·steady  i,mprovement 
in the  manage~ent of expenditure and of the Member  States; control mechap.islns. 
Tl1e  procedure for account's .clearance now  used  under Reguhtions :(EEC) No 
; 
729/70  and  1723/72,  which  involves  a  large  number  of complex administrat.ive 
operations with 'I)- view  to  the  formal  clearance of  the. accounts,  may  be  . 
.  described  ~s follows; 
- transmission by  the. Member  States of detailed return.s  CQp.cerning their 
expepditure chargeable. to  the  EAGGF  Guarantee  Section,  on the basis of 
·guiding .principles communicated by the Gouunission  1 s  staff to  the Member 
States  i:o  ensure  that· the returns are 'presented  in. S:  uniform ~nner 'and .that 
they can be  compared with' el;lch  other; · 
-. ve~ification by the  Commissidn  1 s  st;iff,  on  the· basis of docuinentary evi•. 
dence  produced,  of  the. Member  St.ate.s 1  returns; 
- yerification by  product  and by·tYPe 'of expenditure,  carried out. on the· 
spot at the. paying agencies; 
establishment of a  control  r·eport  by product  and  by paying agency; 
- formal  transmission ·of·  the·  r.es~lts of the  con·trol  to :the  Member  States; -45-
-Member  States'  replies  to observations  made,  accompanied,  where  apjlro-
priate,  by  documents and  supplementary evidence; 
- bilateral meetings  ("dialogue")  between the Commis!'!ion  staff and  the 
Member  States to settle. disputes outstanding and  clarify positions; 
-consultation between  the  Commission's  staff  (EAGGF  and  divisions  respon-
sible  for  the various market  organizations,  Financial  Control,  Legal 
Service); 
drafting of a  summary  report  giving  the  results of  the verification and 
proposals  for  accounts  clearance decisions  resulting  tlierefrom; 
- formal  consultation of  the  EAGGF  Committee  on  the draft decisions;  with 
explanatory memoranda,  laid before  the  Commission; 
- formal  Commission  decisions  on  the  clearance of the  accounts  by Member 
State  and  by budgetary .year. 
In recent  years,  "preventive controls"  and  interpretations of the  regula-
tions  give,. in response  to. requests from  the Member  States have  acquired 
growing  importance;  "Preventive control" means more  active  participation 
by the  audit  departments  in the preparation of  regulations,  and  in particu-' 
Lar  of  the  Commission's  implementing  regul~tions.  It consists  in  improving 
the  audit  provisions  laid down  by  these  regulations  and  in simplifying and 
wording more  precisely these  clauses  in order  to ensure,  in a  uniform and 
unambiguous  manner,  practical application by  the Member  States. 
The  COmmission's  replies  to  the  questions  submitted by  the Member  States 
concerning  the  proper  interpretation of agricultural provisions  relating to 
expenditure are made  after careful consultation between  the  Commission's 
responsible  departments.  It is true  that  they  impose  no legal  obligation 
on  the Member  State"concerned,  which- subject  to  review when  the  accounts 
are  cleared - must  apply  the  Community  rules  in its own  way,  but  they  pro-
vide  guidance  as  to  the  attitude  the  Commission will  adopt  when  clearing 
the  accounts  and  thus  forestall difficulties between  the  Commission  and the 
Member  States. 
To  keep all  the Member  States  informed,  the  EAGGFcirculates  information 
memoranda  or  provides,  at management  committee meetings,  information on 
the application of  the  regulations  concerning  the  relevant  pfoduct. --- 46 
The· accounts  are cleared pn .the basis of cooperation with  the departments 
concerned,  such  as· th.e  divisions  responsible  for  the ·management ·of  the 
agricultural markets,  Financial  C.o~trol and ·the Legal  Service,  and  the 
procedure  is  s~bject to critic:al1:eview by the Coinmunity' s  Court  of Audi-
tors  and  Parliament.  The  Member. States have  the  right  to appeal  to the 
Court  of Justice  of.  the  Europ«~an.  COinmutdt:ies  against the COinmission' s . 
. formal  decis.ioris.  . The  Member  States avail  themselves  of this. right 
·whenever  they deem  it appropriate.  The  jud~ents of the Court  of Justice 
are  thus  important  in  ensu~ing that there  i.s  nci  arbitrariness  in the  appli-:-
cation of the  law when  the' ac1:ounts  are cleared. 
c4. 3  Preyention and  prosecution of irregularities 
. A  f~;>rmidable  amount  of money  is fChanneUed  through  CAP  mechanisms  to tens 
of. thousands  of bendiciatl.es,  and  it would  be  foolish  to imagiift that  no 
attempts  are  ever lllllccle  t()  misappropriate  some  of this.·  A protection 
syst.em has  therefore had  to be  set. up  to discourage,  prosecute .and punish 
such attempts.  Reg~lation (E!!!C)No  729/70 defines  the responsibilities 
and principles according. to which  the  Community  co111bats  irregul.arities and 
rec9ven  amounts  wrongly paid out,  and  the  rules  for  allocation. of  res.pon:... 
sibility fcir  any  f:i.nanda1  conse.quences. 
Article 8  of this Reguh.d.on  stip~,tlates that  the Member  States .must  take 
all< appropriate action to .(a)  ensur~ that operations  financed by the  EAGGF  · 
have actually taken place in  accor.dance  with  the  rules,  (b) ,prevent or 
prosecute  irregularities,  (c}  rec~;>ver  sums  lost as  a  rf!!sult  of.  the  irre,gu-
lat:iti.es or negligence;  Th\liS,  it is the Member  Stat~s~  which,  in the  first 
ins:tance,  are  responsible  fat·  combating irregularities,  artd  this requires 
a  monitoring  system on  a.  scale sufficient to verify thousands  of d:ay.,-to-day 
operations,  effective .organi;~:adon for the detection and  llrosecution of 
irregularities and  effective efforts to .recover  ami>.unts  misappropriated. 
The  Coinmission's main· role  h  to  over111ee  the  effectiveness' of the monitoring 
systems  set:  up  by the .!!ember  States and of'the measures  and  actions  taken 
to  pre~ent;  and  prQ.Secute  irregularities.  However,  the  Commission 'may'a.lso, -47-
where  necessary,  take.  more  direct action,  in particular  in the  form  of 
enquiries on-the-spot  (see below). 
The  general  rules  governing cqoperation between  the Member  States  and  the 
Commission in this are.a are given  in Regulation  (EEC)  No  283/72, 1 which 
requires  the Member  States  to notify the  Commission: 
- of their laws  and  regulations  concerning efforts to combat  irregularities 
and  cover  amounts  wrongly  paid; 
- regularly,  of cases  of  irregularities which  have  been  the  subject  of 
first administrative or  judicial reports  and  of  information  on  developments 
with regard  to cases  of irregularities  (judicial or  administrative  proce-
dures  started with  a  view  to  the  recovery of  sums  wrongly  paid,  amounts 
recovered etc.). 
Tables Nos  12  and  13  below  show,  respectively,  details by  Member  State  and 
by  se.ctor  of  these quarterly notifications and  recoveries  during  1985,  and 
a  summary  of overall data since  1971. 
Apart  from  these notifications,  there  is  a  system of rapid  e:xchange  of infor-
mation and mutual  assistance. 
rapid  e:xchange  of  information2  is used  to notify without  delay the  other 
Member  States and  the  Commis.sion  of cases of irregularities  in respect  of 
which  there  is  reas.on  to  fear  that  they may  rapidly have  repercussions  in 
Member  .States  other  than  that  in which  they have  been discovered or which 
involve  a  new  fraudulent  practice; 
- mutual  assistance3  is designed  to ensure  the  proper application .of  cus-
toms  and  agricultural  regulations. 
In addition to  its cooperation with  the Member  States'  departments  and  its 
supervisory role,  the  Commission  can carry out  specific investigations. 
OJ  No  L  36,  10  February  1972. 
2  Based .on  Article  4  of Regulation  (EEC)  No  283/72. 
3  Set  up  by  Regulation (EEC)  No  1468/81  (OJ  No  L  144,  2  June  1981). -48-
Also,  under  a  special directive,  "a posteriori" ehecks  to be  carried out  by 
the Member  States supplement  the  other verification already carried out. 
This  is  a  systematic  scrutiny of  commercial  documents  and,  where  appropriate, 
of  the  stock accounts  of a  number  of  firms  taking part  in  the  EAGGF  Guaran-
tee  Section  financing  system.l 
To  ensure better management  of  the  information obtained concerning  irregula-
rities and  optimum use  of  the  findings  resulting  from  their examination,  the 
Commission,  using modern  techniques,  also has  a  computerized  data base;  this 
system allows  for  rational  processing of  the  data concerning not  only  irre-
gularities against  the  EAGGF  but  also those  relating to  the  Communities'  own 
resources  (except VAT). 
In addition,  the  Commission's  staff organizes  seminars  on  specific problems 
with  a  view  to  improving  the  effectiveness  of  the  action taken  in the Member 
>States  to combat  fraud. and  irregularities. 
Lastly,  the  public,  through  the,media,  has  shown  a  growing  interest  in 
efforts  to >deal  with  irregularities.  This  topic  is kept  under  review by 
the  EAGGF  Committee  at  Commission  level,  by  the  Court  of Auditors,  and  by 
Parliament's  Committee  on  Budgetary Control.  In  1986,  this  Committee 
organized  a  public hearing. on  the  devel9pment  of  the  European system of 
financing  and  control with  a  view  to  improving efficiency in the  EAGGF 
Guarantee  Section. 
Directive  No  77/435/EEC  (OJ  No  L  172,  12  July  1977), ;Tabl.e  l!o  12. 
Guarant.ee:. Se~t-ion - 1.~85 
trreguli!irit'i~s notified and St-atus  of recmreries 
Alirourits. ·in  EC!J 
':  PRODI!C'J::  BELGIUM  ~  DENMARR  :  GERMANY  ~  GREECE  :·FRANCE  ~·IRELAND  ;ir~~  :LtJXE!J:"'  !NErilliR- :uNIT~D  1:  'IOTM.  : 
••  ,.  I  I  :  •  . •  I  I  .  I  BqUR,G.  I  LANDS.  . I  KINGDOM  I  1·. 
:ceRliALs··:  :  ;161 .  169~m:  ·:  ;  :  :  .:  :(6J 
•  I 
)96.8281 (12)  566.205: 
!BEEF/  :  :  !  _ ..  :·  ·}  ,  !~:  .:--·--.:  .. ;•-----
1· VEAL  1(7)  286.89P1(2)  2,6501(1))  2.758.5S71  1(1),  25.5641  .  I  I  I  I(~) 
I  I 
I  I 
.!101.756: (28)  3.573.426; 
I  1.  I  I  ·a  I  .  a·-·--·-·  -1  f----··s  I, __  _.;. __  I  I 
:PIG MEAT  :(4)  467,736:())  10.619:(4)  !J9();597;,  :(1)  4.140:  :  :.  :m  11.'125: 
I  a·  I  I  I  1'  1---·-·1  1---1  ~·------
t·MILK  I  _-I  1  ;  1  :··  a  :·  1  I 
I  I 
1U3l•  1.084.827: 
I  I 
,  'I  I 
I  PRODUCTS  1·  :m. l05.313:(27)  U2.1901  :(13JJ97.1231  1(1)  243.890:  1  :(» 
._1  .  '  I  .  I  .  .  ,  :  ~  I  .  _ 1-·  -·---1  r---·  -1  II_,__,;.__ 
•·WINE.  t  :(46) ·  780.370t  : !3)  17 .346•  rUJ  182.444:  :  : 
53.194:(49)  931.8301 
I  I 
,(52)  980.'1&h 
I,  I  I  I  l  1~1  1----1  1-----...:. 
I  SUGAR  I  !(6)  94;~1  if5)  !;1.827:  .  I  I  .  I 
I  :· 
llfll  146.ll2: 
I ...  t  ~I  .  1  t-.-·-----1......,____1  1~1:--,;._--
1,  QILS  AND•  I  •..  :  •.  •  .  . I  .  ..  I  ' 
.: Ff.TS  ·  . :  :m  43.75S:  :  :.,..___:126)  7  :_,__:  :  :,~'m--~--: 
I 
43.75S: 
IFOOOAND,  I  •. ·  :  '  :  :·  :  :.  •.  I 
I  VEGETARLEIS  ,·  :  Hll  12.1481  :(10)4.209.,35:  1  :  :(Ill  4.241.783: 
I.  ..  I  I.  I.  r  .  ~~  t----:  I  I  i 
., TOBACCO  I  I  '  :  :  ;(I)  1.141:  I  I  :Ill  1.14h 
J  I  I  I  l  1-.---1  1-·---1  I  I  I 
I.EGGS  1.  1  1  '  1  1  ·  1  1  1 ·  :(IJ  45.879:(1)  45.8'19: 
1  .I  I  I  't  I_.  1~1  1--·--:  'J  '· 
l  NON  ANNElfo  I  '  I  I.;  I  I  :  j  .• 
l.rtl>a<F--,  '",  n.6851(2J  13.3471  1  .1  , 
I  DUCT.S  -. ·I  .•  I  I  I  i 
J·  I  I  I  l  1~1---"'-""-1--·  --1  I  1--"'--~-
1 FISI!ERIES.  .J(IJ'  .?  I  I  I  .  I  I  I  ·,  :(1)  ' 
I  .  I  I  I  I- l~t  1----1  I  l•-----'-
't2!!!!R_t  I  1  ...  1 ...  •I  I  ;;  I  I  j  I  I 
•-SECTORS  I  I.  "1(1)  28.31'6:(1)·  "7  :(4)  252  •. 4651  :  •  •  :  1(6)  280.841: 
.,,  J  L  t- .  ·:  I  .  I  I  !  I  I  I·  I 
-I  •  I  ,  ,  ,,  .  .  itt.  I  .  .  t  .  I  I  I  ·  I  ;·  _I  .  . •  .  I  .  .  t 
I  ToTM.  1(11)  754,655:(16) ,l32.297:!106)4;61J,I741Ul  7  1(28)578.61•}1  - 1(41)j.637.1101  -.  . 10l  11.725:fl5) 9117;657:!219)11.923.2111 
I  .  t.  I  I  r·l·'  I  ·1  I  .I  .  t. 
.:  !m  27.on! 
,.AMOUNTS·.'  I  I"  1  1_  ,J  1  1  1  .:  :  ''·'.·  ' 
!'UCO'VElll~(o>  - :())  t2,So4!cm  no,,,2!(oJ  - !u~>5iO  •.  J54!  - !,o,  - ; .  - !col.  - :m  30.400!170l  1.283.990: 
.  "  .  - I  I·  'I  I 
'tAMQuNTS."·I  l  .,  ··;  I  1  :  :  I  t  :  : 
!_jE:uiG:_.-::,:(In .,...,,5!u:n ,.,,.,,:,", 3.890.242!n>  t  :,.,  ··51~$:  - :,  • .,  •.• ,,J.no:  - :u,  11.725:,.,,  967.257:u49JI0~6J9.221: 
1RECOVEREI\  ..  ·,  .··•  '  '  I  I  .•  I  •·  •' 
"'"N.J!,;  The  figu,r_"es  in bracke:ts· represept'the  numbers  o.f  cases of irre8\llarii:ies notif.ied• 
~ Taole  No  13 
Guarantee·Section 
Irr~gula·riti~s notified and  status of  revoveries  (amounts  in ECU) 
'member- .  '  :  '  '  ota 
:sta<es ••n  ·  ,  ,.,...,  ,  ,.,,  .  "''  !  '"'  :  '"'  .  ,.,,  ,  '"'  ,  ••"  n•  ""  '-"'  am  ,  ""  ••  'Memher 
I  I  I  I  I  I  J  I  I  I  I  I  I  1,  I  1  1  1  1  1  I  :  I  I  I  ~  I 
I  I  '  I  I  I  t,J  ),  ... I  lt  1,6U 1  11  U.lJt 1  h  l.lll,ttl 1  1  1  It  4.Stl.Jtl 1  II  Ill,"' o  1:  toi.UI :  11  tl.tM 1  6:  UJ .... 1  Ill  J'SI,IU  t  Ut  l.UI.-: 
I  •  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  1  I  I  I  I  ;  I  I  o  I  I  :  : 
I  I  I  I  I  I  1  I  J,tM  I  :  I  It  6,Mf I  ih  J,,.. I  11  JJI,JH I  1  t  t  1  11  .....  ,.  1  •I  •  I  -:  •  I  •I  •  1  1:  1,,.  I  •I  •  I  tr  UI.IU •  t---•--s-----:--t-•·-·--a--•-----..,-t-:---•--•---·•-t---a..:..,_·  ___  ,.  _, ___  ,  __ , ___  ,_,  _____  ,  ___ ,.;;__ _____ ,  __ ,  ___  ,,,  .. ,_-.---•···•··-···--t-•--···-1····:•----------: 
I  I  I  I  U,IIU,US tll I  l,J,I6.h1. 1)1  t  IIO.JU tU  !  l.SU.Itl I  Ut I.UI,IU I  HI J,Slt,JH I  Ut I,IM,MJ 1  411  tU:.I'tl lUI  f40.1Sll lh U ...  ,J01  1  l01 U.l4l.H$ 1ll.t1  J.Ut.IU •Ut: J.Ht.tU I  JS: J.IH.SU I  lMI  ,,llt.UII I  tn1  ll,lll.JU : 
I  I  I  I  I  I  I  I  I  I  I  ~  1  1  t  I  I  1  1  1  1  I  I  I  I  I  I  I  I  I  I  I  !  1 
I  I  J  I  U.'UI.UI U$ I  l.lll.ltf tJO 1  fh.l.tl IU 1  llt.HJ 1 IJI  lli.Sit 1 lit t.Uf.IM t  •tt  t.JU,UO 1  ..  ,  t•I.UO lUI  "'·'"  't  U1  t.S  ...  US  1 Sh  S.llln,UJ  :  H;  n•.OM  1 II•  )JO.CI)l 1 Ill  Ul.IH I  U•  f ••  tH '  1111  lt.UI.Sl:J: 
, __  ,_,  ______  ,_, ___  1_1_--:---•  ........ •---•--=---•-•---r-•---·  -o  -•---•··1---o-o---•-•---•-~----r-t--1-:·--•-·-1--.  --·-t  ..  -1-··-:----~: 
I  I  I  I  I  I  I  I  I,SD I  J  I  UI.IU·I Ill  Ut.UJ 1  11  t.l.tS 1 Ill  ,,.,  ... 1  111  Ut.tH 1 II  "·"'  1  Sl  Jf,)O 1  U't  lot  • .tl4  :  111  Ut.SH 1 lh  U.tSS 1  1:  U.Ul I  II:  »f,ltf: ...  ,  f.lH.UI 1 
I-- I  I  I  I  I  I  I  I  I  I  I  l  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
I  I  I  I  I  I  I  I  I.Sn I It  IQ,III 1  HI  IQ,SIJ I  II  t.l.tS 1.  U1  1tl.U. 1  101  M.lll 1 II  tt.MS I' 41  H ...  t  II  1:1.110  I  14:  •••  141  I  U:  U.HJ I  J1  .-..ntt_  Ji  U,,_..  t  ltlt  I.UI.11t  • 
·-- 1~ 1---·-·---·-·---·-·---·-1---1-1......_  __  ,_, ___  ,  -·---l--1~--·-·---·-•--.--•-1---·-•-- .. -•-·---·-·---·-·---· 
I  I  I  I  I  I  I  I  I  1  I  I  I  t  I  I  I  I  I  1  I  I  t  I  I  I  11  l.IM  ...  f  l  I  It  f  I  J-1  1.tf  •.  IOI  ' 
I- I  I  I  I  I  t  I  '  I  I  I  I  I  I  I  I  1  I  1  I  I  I  I  I  ;  'I  I  I  I  I  I  1 
I  I  I  I,  I  I  I  I  >  l  I  j  I  I  I  I  I  I  J  I  I  I  f  I  I  I  •I  l  I  I  •I  •  I  ,.,  •-.  -·-·--·-.-1-1---~-·---·-·---•-1·--·--·---•-·.---· -·----~-·---·-·-.--.  _,_, ___  ,_, _  ____.,;._,_, ___  ,_, ___  ,  .. _, ___  ,_1 ___  , 
I  l  I  I  S  I  t.t.f,J-4J- I  I  I  ft1,7Jt  I  I  I  l.UJ,U• I  h  lliii.UJ I  h  ....  HJ I  fl  )ll,IU 1  tl  . 14J,UJ 1 II  U,Mf 1 Ill  JU,iloiJ  I  111  SIJ,IIl I  1•1  ffl,t  ..  I  4~  ltoCISf  I  ~~  1•.nt t  111  ,.I,IIJ- I  1 ..  1  '·"'·"' < 
1  I'  1  l  I  I  I  l  I  I  I  1  I  I  I  I  I  I  1  1  I  I  I  I  I  '  I  I  I  I  I  I  I  I 
I  I  .  I  I  I  I.Ort  I  ill  I  ,  ...... I  J  :  lt.UI I  •1  H,MJ 1  tt  t.l  .. I  t1  lS.IUI 1  J1  Jl,tfl 1 It  U,SII! 1 lSI  101.Ut 1 Nr  UI.41J 1 Ul  ltt,SU ,I  1:  U.Jtl I  II  JS,,.. I.  141  SIO.SSI  I  Pf,:  · l.IU.MJ • 
·--~~-·-·-1-·-----·-·------·-=--·  --t-1·----·-1---•-'-1---· -t---·-•--.-·-·---·-·----·--.. :----..-·--·----·-1--·  -=-·-·--·,.--·---·-----·---: 
I  I  I  I  ·t  I  I  I  1.411  I I'  0& .... I  l;'  UI.Ut I  II  ,,.,,,I  S1  1fi ...  J  I  ·It  I,JIJ'I It  J-,MJ  I  11  f  I  J-1  SJl,l)t I  ·11  Jt  •  .tU  I  1'o  ,,IU I  II  JJ,1.t1'  I  -1  I  !1.1  1,,U,)Jl: 
I,  ..  I  I  I  I  I  I  I  I  I  l  I  I  1  I  1  I  I  I  I  I  :  I  I  I  I  I  I  I  I  I 
:  __  :_:!_ __  :_: ___  ·-~~-:~:~:~-:~:~:."~:~:~~:_!:~~: ~:~~:!~!-!-.  --:~:~:~:-~:~!~~:...:..!.--·  _:_:!~--·--:~:-~~~~.~ 
I  I  I  I  I  I)  I  UJ ...  J  I  J  o  8.ft0 1  IJ1  IJ.'h. '1  It  N! 1  S1·  UI.S60.1  1  111  1.f.en 1  Mt  10l.Jif 1  21  MCI.IU  1 U1JS.tot.IU:  &;  tJJ" ...  I  1  1._1  t.JJt,&M I  lh- 4,1)J,ll• I  lUI  34.SI).t2t: 
It  I  I  I  I'  I  I  I  I  I  I  I  I  I  I  I  1  1  1  I'  I  l  I  I  I  ·:  ;  I  I  I  I  I  0 
I  I  I  I  I  I  •  I  t .... ;  J  ;  3.1'1J  I  J1  f ...  l  I  •I  •  I  -1  ,..  I  I  l  •I  •  I  lJt  1Jo4tl I  -1  I  ,.,  Jlf,tl9 I  1o  Jft.&ll  I  'fl  fS.t.ltl  f  ,.1  •  1  HI  1.7-U.Ue' 
~-.. t·-·---~-·---l-l-·-1-:---l-1--,.l-1---·-l--.  -· -· -·---~-~--·---l-l---l-l-·--,-1-l----·-l---l---1----l--•------~· 
I  I  I  I  I  I  t  I  I  I  I  1  1  I  1  1  1  I  I  I  •1  I  I  :  I  I  I  I  '  I  I 
I  I.  I  :  I  I  I  I  I  •  o  I  I 
I  I  I  I  ;  I  I  :  I  I  I  I  I  I  I  ;  I  I  l  I  I  I  J 
l-----~-.~  .. ----·--·--·---··-·-·----~-·---·-·l---l--1--··-:->-l----· 
I  1.4  I  U.SSf I  I  I  &  I  JJ,4M  I  J  '  IJ.I)I I  tr  M.SH I  It  J,Jtl I  to l.  ....  lft I 
--~-----~l·•t---·-·l----·l,.-·l-----··-~··~-···---t-·1------l-:----·-·--·~-l-•-l---~-~--~-· 
11  Sl.JM 1St- IOJ,JO.I Ill  t50  ~  ...  , 1  t1  II.HO'  to  ll.m t  t;  JJI.IU 1  Jt  UI.'Mt 1  It  tl.JIJ 1  'tit  ,,Sil.l  .. ' 
I  Jll,  I'  I  I  I  I  I  l  I  I  I  I  I  I. I  I 
I  4  I  ft,Hf  I  t  I  &  I  :IIJ,lM  I  J  I  11.1!1  I  lo  JI,HO I  t:  S.SP I  It  U.UI I 
I  o  1  I  ,1  1  J  :  I  T  I  I  o 
41  lJ,Mt I  Sl  "'•"' I  II  fflom  I  fl  J •••  ,  I  •1  U.'Jill  1  :II  IH.IOS  t  lo  J.SU  1  •0  J  Ill  t.tU.!IOI  : 
r--..  ··-•--·1-···--·•-··l-----•-~-l,.----·-••l-1·•·--·····l·-1--·-··l•·,.l---~·-•--l-···--·--~ 
I  I  1  •  I  1  I  1  I  611  :  :  II  UJ."I 11U1  t ••  U,ht I.,, f,lll.tU I 
1'  q  I  l  1  I  I  I  I  :  l  t  I  I  I  I 
I  •  .  I  I  I  I  I  Ill I  .  I  I!  lf.ltl I  J:l1  t.Ht.UI I  II:  . IH.J4J:  I 
--l-·,.·-·•l-·l---l-l----·-l--s-·-----l--•-·-·-·-·-l--l-•----l--1-••-•--~:--~·~·-····l-··•-----···-··= 
:JJt  1.141.1)7  1111  ...  HI I  Ill  SOJ.14t  I  l,t:  Ut,JIJ I  Ut  1:11,$40  I_ I•  11.119  I  11•.  :IH.I  .. I  lto  ttf.ISJ  I  :lUI  · t.IU  .•  IO  · 
t  I  I  I_  I  •  I  I  I  1  I  •  I  -I  :  I  I  : 
l01  tU.IH 1 II  10.110  I  Ill  HJ,IU 1 ltt  211.114  1 10:  ti,HI '  1:  II.KI  l  J1  JU.HO I  1:  :IO.&ilo  I  lU:  I,.,_1.JU 
l~·--·--1·-·l·-·-·-,.·---1·-··----·--·-:••-•-··--·-.-..1--l-·,.--··l·-·----·-l-·,.·-~··---··-l··-=-----·-··-·l 
I  I 0' U.SU.OIJ 110: t.Jit,l)l :It 1 l.tcn.ltl ;II  '  l.tU.tU :IU: t.OU.SII :ttl: l.tot  ....  t  rUt: t.OlS.Hl  1 
--l---~~--····l·----l--1---·-l••-l-------l--l--·-·-··-·--:~  ....  _._._l·-l~------·-·-·:-------1···-=-------·----: 
ltM:  f,.,l.ltl :Ill t.tlt.1'U IIlio M.4Jt.JJl 1Uit  U.5JI.J11  :IIO!J),I~.4tl •UI:IO.Itl.IJI-tUt:  S.OU.~t': Uh  ll.tl:t.tU rlltt:  Uf.IU.UI 
I  CU  I  l  I  I  I  I  l  o  1  1 
I  I  I  U.:IU.JJI til I  1.111 .... 1•)  1  I.J.I  .. :H :  l.IU.lCII :IUt  t • .tSI,Ml :Ill: t.UO,Mt  I  911  J,IU.U• : 
1'  I  I  I  I  0  I  '  f  I  <  I  I  t  I  I  :  : 
U!t  t.1JI,81l  :101  l.llt.Ht till!  1oltf.IM 1101':  I.HI.:Iit r  tO•  l.ln.•n 1 Uo l.ltJ.IIO' IS:  JU.Ift:  HJ:  l.HJ,MI :loti!  IO.IU.lU  • 
Notes:  The  lst line gives,  for  each Member  State,. the  number  and  amou;,.t  for  cases  noti.fie·d. 
The  2nd  line gives  recoveries  already effected  (number  of cases  and  amounts) 
Vl 
0 -51-
Table  No  14  below  summarizes  in flowchart  form  the  process  followed  for  the 
operation of Community  financing  of  the  EAGGF  Guarantee  Section  in respect  of 
year  Nd  I,  namely: 
- the utilizatidn of  the  Guarantee  Section appropriations  and  the  channelling 
of  funds  from  the  Community  to the beneficiaries; 
the  recording  in the budget  of the  European Communities  of Member  States' 
expenditure; 
- the monitoring  and  audit  of this expenditure. -52-
Table  No  14 
BUDGETARY"YEAR  No  I  (I January  ~to  31  December) 
Monthly  transmission  on  the  20th  of month n- 2  of the financial  requirements  of 
th,e  Membe'r  States  (MS)  to the Commission ~for  the  advance  payments I  to be  made 
to enable  them  to  cover  their expenditure until  the  end  of month  n 
I  Commission  Decision  on  advance  payments  to  the  MS  taken before  the  25th of month 
n  - I 
Globai  commitment  of advance  paJments  of month  n  in .the  budget 
Payment  at  latest  three working days beLre the beginning of month  n  of the 
advance  payments  for  month  n  to  a  ~?pecial  account  in each  MS2 
Allocation according  to  req\lirements  to !the various  paying agencies  in each  MS 
by  the\ competent, national ministry3 
P~YMENT TO  ~JNEFICIARIES 
.  I  - .  Transmission ~of  the' expenditure  returns  for  month  n  by  the  pay1ng  agencies  to 
the  competent ministry3 
I  ...  ~····· 
Transmission of these. returns  grouped  by sector  and  scheme  by  the  competent 
ministry of each  MS  to  the  Commission  by  the  20th of month  n  +  I 
Commitmerl.t  and  charging  in monthly  paymJnts  of expenditure  of month  n  declared 
:~::~: :::h:
0
b:dg« b' bodS'"" lir •boo<  <h•  20<h  of '""" 
0 
,  ; 
March: 
Provisional  accounting of expenditure  paid during year  No  I 
I 
July: 
Filing of -.:eturns  relating to  payments,  by  sector  and~scheme, made  by  the  MS 
during  year  No  I  with  the  Commission with  a  view  to  the  preparation of  the 
clearance  of  the  accounts  for  that  year 
I 
Verification of  documents  and  on  the  spot  by  the. {:pmmission  staff ()f'  the  MS' 
returns  for  the  clearance of the  accounts of year No  I 
BUD~E~ARY YEAR  No  3.  .  I 
Dec1s1ons  for  clear1ng the  accoun.ts  adopted  by  the  Commission  in respect of. 
expenditure made  by  the.EAGGF  Guarantee. Section on  behalf of each  MS 
Crediting/debiting to  the  budgetjof any differences  ascertained 
The  advance  payments  constitute  the. appropriations :necessary  for  the Member 
States  to  enable  the  appointed  paying departments  and  agencies  to proceed,  in 
accordance with  Community  rules and  national  legislation,  to payment  of  the 
expenditure chargeable  to  the  EAGGF  Guarantee Se~ction.  The  amounts  of~the 
advance  payments  are  fixed. each month  by  Coriunission  decision  for  e,aclrMember 
State.  At  the  present  time  they exceed  I  500 million ECUeach month. 
2  However,  if the  cash  available to the  Commission  does  not  enable  i.t  to make 
this  payment  as  provided,  th.e  payment  is made  in  instalments,  the  first,  re-
presenting at  least a  third~ of  the  total  payment,  by  the  same  deadline  as 
previously,  and  the  balance  in time  to ensure  continuity,of payments. 
3  For. the "Member  States which  have  several  paying  agencies·. -53-
FOOD  AID 
Under  its policy of cooperation with  the developing countries,  the  Community 
implements  food  aid operations.  Food  aid  is  provided  for humanitarian pur-
poses  in  the  form  of gifts and  is one  of the essential  aspects  of  the  Community 
policy on.  cooperation with  the  developing countries. 
The  programmes  concerning  these  op.erations  are  adopted  annually by  the  Council 
under  Regulation  (EEC)  No  3331/81 1.  They  concern  the  supply of cereals,  rice, 
milk products,  sugar,  vegetable  oils  and  other products. 
The  expenditure  a·rising  for  the  supply of agricultural  products. as  food  aid 
is  financed  by the  Community  under  Regulation  (EEC}  No  2681/742,  which  stipu-
lates that -expenditure  accepted  as  ~hargeable to  the  budget  of  the  Communities 
on deliveries of products  as  food  aid,must  be  managed  by  the  EAGGF  Guara?tee 
Section. 
This  expenditure  is financed,  according to  the  budgetary nomenclature,  by  char-
ging  to Titles  1  and  2  - "European Agriculture Guidance  and  Guarantee  Fund, 
Guarantee  Section"- for  the  part' concerning export  refunds,  and  by  charging 
to Title  9  - "Cooperation with Developing Countries  and  Non-member  Countries''  -
for expenditure  concerning  the  value  of the  product  on  the world market,  trans~ 
port  and  other accessory expenditure  relating to Commun'ity  food  aid operations. 
The  financing  system  is modelled  on  that  set  up  for  EAGGF  Guarantee  Section 
expenditure,  including arrangements  for verification of el(penditure,  accounts 
clearance decisions  and  prevention and  prosecution of irregularities  .. 
Table  No  15  below  shows  inter alia expenditure  charged  to Title .9  in the years 
1980-1985. 
OJ  No  L  352,  14'  December  1982. 
OJ  No  L  288,  25  October  1974. Table  No  15 
FOOD  AID 
Qu·antities Delivered  and  Expenditu~e Incur.red 
Cereals and  Rice  Milk Products 
1 
: 
Year  :  : 
:  : 
Quantities Deli- : Expendi- :·Quantities  De 1 i-
v€red  : ture  :  vered 
:  :  : 
1980  :  657,7  108,9  :  188,4 
:  :  : 
:  :  : 
1981  :  918,7  :  167,4  :  183,9 
:  : 
:  : 
1982  :  844,0  :  172,8  :  200,8 
1983  :  686,4  :  143,5  :  90,1 
:  :  : 
:  :  : 
1984  :  1.505,2  :  275,0  :  222,9 
:  :  : 
:  :  : 
1985  :  1.087.  7  :  228,9.  :  181,2 
:  :  : 
Skimined-milk  powder  and  butter oil 
~ 
(a}  The  quantities delivered. are  expre-ssed  in  '000  tonnes 
(b)  The  expenditure  is expressed  in m ECU 
: Expendi-
: ture 
: 
:  180,7 
: 
: 
:  365,8 
: 
: 
:  2.67,5 
:  167,5 
: 
: 
:  275;8 
: 
: 
:  200,4 
: 
:  Sugar 
: 
:Quantities Peli-
:  · vered 
: 
:  6;1 
: 
: 
:  5;3 
: 
: 
:  7,1 
: 
: 
:  5,0 
:  0,3 
: 
: 
:  10,2 
: 
:  Other  Products 
Expendi- :Quantities Deli-,:  Expendi 
:  ture  :  vered  !  ture 
:  : 
:  3,5  :  11,5  :  9,7 
:  : 
:  : 
:  4,6  :  14,2  :  9,7 
:  :  : 
:  :  : 
:  2,3  :  19,4  :  27,4 
:  :  : 
:  :  : 
:  1,4  :  14,5  :  8,9 
:  1,2  :  36,6  :  31,0 
:  :  : 
:  :  : 
:  2,5  :  36,8  :  29,1 
(c)  The  expenditure Ooes  not  include  refUnds  on  exports  to  non-Member  countries  referring to  food  aid operations. 
The  refunds  are  included  in  the  accounts of the  EAGGF.GUarantee  Section pioper.  · 
: 
I.A  :  ~ 
: Part  TWO' 
THE  GUIDANCE  SECTION 
Financing of  the  policy on agricultural  structures -56-
PART  TWO  - Guidance  Section 
A.  Financing of  the  common  policy on  agricultural  structures 
A.  I  Role  of  the  Guidance  Section 
The  role of  the  EAGGF  Guidance  Section is to  finance  common  measures  adopted 
with  a  view  to  the  achievement  of  the  objectives  set  out  in Article  39{J)(a) 
of  the  Treaty,  including changes  to structures that  have  become  necessary. 
Article  39( I)(a)  stipulates' that  an objective of  the  common  agricultural. 
policy is to  step .up  the  productivity of agriculture by developing technical 
progress  and  ensuring the.rational developrilent  of agricultural  production 
and  optimum  use  of  the  factors  of production,  in particular  labour.  Within 
this framework,  the  Guidance  Section has  made  steady gains  in recent  years, 
both  in terms  of  the  number of operations  financed  and  in terms  of annual 
expenditure,  although .the  appropriations are very much  smaller  than  those 
for  the  Guarantee  Section.  One  reason  for  this  is  that the  Community  pro-
vides  only partial  financing  of  the.  relevant schemes  (generally between 25 
and  50  %),  while  Community  financing  of guarantee  spending  is normally  100  %. 
In contrast with  the  Community's  other structural  funds,  intervention  from 
which  is mainly  on  the basis. of general  regulations,  the  Guidance  Section 
takes  part  in each  of  the .schemes  financed 'on .a particular legal basis 
(Council  Regulation,  Directive  or Decision),  which  specifies  in each  case 
the  type of measure,  its scope,  and  funding.  From  the  point  of vi.ew  of 
management,  two  types  of measure  may  be  distinguished: 
- indirect measures,  for  which  the  Guidance  Section  reimburses  to  the  ~ember 
States  part  (a percentage)  of  the eligible e.xpenditure  carried out  in 
accordance with  Community  provisions,  and,  where  appropriate,  with national 
implementing  procedures  approved  by the  Commission,  and 
-direct measures  for  which, the  Commission  provides direct  Guidance  Section 
assistance  to a  beneficiary applying,  in  respect  of a  specified invest-
ment  project; 
in  the  latter case,  the  decision to.  grant  the  assistance  establishes  a 
direct  link between  the  Community  and  the beneficiary,  since  the  assistance 
is  paid directly to him and  is not  channelled  through  the Member  Stat.e .. -57-
These  features are reflected in management  procedures.  For  example,  for 
the  indirect measures,  the management  of  the  &'rant  of aid  to  the various 
beneficiaries  is  the  responsibility of  the Member  States,  the  Commission 
verifying,  through ~review of the various national  procedures  and  sample 
checking of documents,  that  the  .schemes  are being properly operated  in 
the Member  States.  In this connection,  this  type of  financing  is compa-
rable with  the  technique  used  under  the  Guarantee  Section. 
On  the  other hand,  for  direct measures,  the  Commission's  staff follow,  in 
each  case,  the  procedure  from  the  decision  to  grant  assistance  through  to 
the  payment  of  the last  instalment,  with  on-the-spot verification and 
audit  of documents.  This work  necessarily  involves close  cooperation 
with the  competent  national  and  regional  authorities. 
The  differences are  even more  marked  between  the  two  EAGGF  sections.  While, 
in principle,  the  Community  finances  in its entirety the  policy on  markets, 
it bears  only part  of  the  expenditure  relating to policy on  structures. 
Also,  the  policy on  structures combines national  schemes  and  Commu11ity 
schemes,  and  the  national  share,  i.e..  the  share not  financed  by  the  Commu-
nity,  is very much  the larger. 
In  terms  of management,  the  Guidance  Secti.on  is.  thus,  in many  respects, 
closer  to  the  Co~urtity's other agencies  set  up  to  finance  structural 
change  (the  Regional  Fund,  the  Social  Fund)  than to  the  Guarantee  Section. 
A.2  The  three  stages of  the  policy on  sxructures 
Historically,  three  stages  can be  distinguished  in  the  development· of .the 
Community  policy on  agricultural  structures,  and,  in parallel with  this, 
in  the development  of  the  Guidance  Sect ion: 
- a  stage of coordination of the  national  policies on  structures, 
- a  stage  of initial conception of  a  Community  policy on  structures 
("Mansholt  plan"), 
- the  present  conception of  a  Community  policy,  which,  in principle,  is 
complete,  w~th major  regional  components  and  increased flexibility 
allowing of adaptation to  future  requirements. -58-
The  number  and'the  financial  scale of  the  schemes  attracting assistance  from 
the  Guidance  Section have  increased as  the  policy on  structures has  progres-
sed  through  these  stages. 
2. I  Coordination of  the national  policies on  structures 
The  first  stage,  coordination of  the national policies  on  structures,  began 
with  a  Council  Decision of 4. 12. 1962  which  led to  the  setting up  of  the 
Standing Committ.ee  on Agricultural  Structure  ( SCAS). 
This  Committee,  manned  by  representatives  from  each  of the Member  States 
with  a  Commission  representative  in the chair,  plays  an  important  role  in 
the  elaboration and  execution of  the  common  policy on  structures.  The 
decision of 4.12.1962 states  that  re,sponsibility  for  the  policy on agricul-
tural  structures lies more  particularly with  the Member  States,  but  it adds 
that  an  improvement  in agricultural structures  is  a  matter of urgency  and 
must  be  stimulated at Community  level. 
Regulation No  25  of 4.4. 1962,  which  set  up  the  EAGGF,  already provided  for 
Community  participation by  indicating a  breakdown of the  Fund's  appropria~ 
tions,  with  one'..third  for  the  Guidance  Section and  two-thirds  for  the  Guaran-
tee  Section,  a  ratio which  was  soon  abandoned  because  guarantee  expenditure 
quickly  forged  ahead with  the.  development of  the policy on market  organiza-
tions  and  on  prices. 
The  coordination of  the  national  policies,  under  the  Standing  Committee  on 
Agricultural  Structure  and  under  the  provisions  of the  Treaty relating to 
aids,  was  supplemented  in  the  financial area by  the  financing  by the  Guidance 
Section of  the  individual  projects  of Regulation  17/64/EEC  and certain 
special  schemes. 
Despite  a  few  gaps,  due  mainly to  the  fact  that  the Council  had  not  been  in 
a  position to  approve  Community  programmes,  Regulation  No  17/64/EEC  has 
reached  the  age  of  fourteen years,  a  respectable  age  for  a  financing  system, 
and  it has  also  served as  a.  model  for  a  number  of other  schemes  still opera-
ting  (in particular Regulation  (EEC)  No  355/77  on  the  promotion of projects 
concerning the  processing and  marketing of agricultural  products). -59-
From  1964  to  1978,  about  7  500  investment  projects qualified  for  assistance 
under  Regulat.ion  No  17/ 64 /EEC,  totalling more  than  2  100  million ECU. 
These  projects have  concerned all  fields relating to  farm  structures, 
ranging  from  investments  on  the  farm  to  the marketing and  processing of 
agricultural  products,  and  including agricultural  infrastructure.  The 
Community's  assistance has  taken  the  form  of outright'grants  in amounts  of 
25  to  4.5  %of the  cost  of  the  investment.  One  of  the most  remarkable 
aspects was  the  Commission's  power  of decision in  the  granting of aid  and 
the  fact  that this aid was  paid directly to  the beneficiaries,  i.e.  to  the 
investors  and  not  to  the Member  States. 
Certain special  schemes  were  also  financed,  e.g.  for  olives  and  olive oil, 
fruit  and  vegetables,  and  raw  tobacco  in Italy,  for  the  integration of 
Luxembourg  agriculture,  and  for  surveys  of structures. 
2.2  The  first  Community  policy on  structures 
However,  although .this  assistance was  important  for  the beneficiaries  and 
although  the  projects were  often of substantial  regional .signi.ficance  and 
valuable within their sectors,  they  could not,  in the  absence  of  Community 
programmes,  replace  a  common pol  icy  on  structures. 
It was  quickly apparent  that  the  policy on  markets  and  prices would  neve.r 
·eliminate  the  disparities within agriculture  itself,  between  regions having 
different  structures,  and within  these  regions  between  the various  types  of 
farmer,  and alf;o  that  the  policy was  itself engendering major  problems  in 
certain areas,  e.g.  overproduction. 
From  1972  onwards,  the  Commission's  proposals,  based mainly on the  "Ma:nsholt 
plan"  ( 1968)  led,  after'"protracted negotiations, to the  adoption of  a  num-
ber of measures  defining for the  first  time  a  common  policy with  regard  to 
agricultural  structures. 
Thus,  in April  1972,  the  three  "socio-structural" directives  (72/159/EJ!:C, 
72/160/EEC  and  71/161/EEC)  were  adopted,  with  the  following  three.main 
objectives: -60-
- that  of encouraging  (and,  in particular,  increasing the  size of)  those 
farms  having  the  potential  to provide  their tenants  or  owners,  on  the 
basis of  economic  criteria, with  fair  incomes,  comparable  to those  earned 
in other occupations; 
- that  of  providing tide-over aid to enable  farmers  whose  farms  could not 
meet  these criteria to  leave  the  land; 
- that  of  improving  the  skills of. farmers  and  farm workers. 
The  main  aim was  to  promote  investment  (normally by  subsidizing interest  on 
loans)  in  farms  for which  the  farm head  had  established.a development  plan 
showing  that after  such  investment  the  labour  employed  onthe  farm  could 
obtain an  income  comparable  to that earned by other occupations  in the 
region concerned. 
These  measures  were  supplemented  by  the  directive  on  farming  in certain 
less-favoured areas  (Directive  75/268/EEC),  providing  for  special  aids  to 
farmers  in areas  where,  ·because  of natural  conditions,  a  "comparable" 
income  is difficult  to achieve  (in particular,  mountain  and hill areas)  and 
where,  also,  agriculture  is of  special  importance,  were  it only to avoid 
desertification.  The  terms  governing  quali:ficatio.n  for  investment  aid 
were  made  less  rigorous. and  direct  aid  to  income  was  agreed  for  the  first 
time  to offset  income  losses  due  to natural  conditions  (compensatory allow-
ance). 
In addition  to this operation applying to all the Community's  less..:favoured 
areas,  a  number  of  schemes  were  also set  up  to help areas which  have  parti-
cular  problems  to  contend with,  whether  specific  problems  (e.g.  aid to 
drainage.in the West  of Ireland or  irrigation in Corsica)  or  to offer a  set 
of measures  in particularly critical situations  to  improve  fundamentally 
structural deficits  (e.g.  the  French Overseas  Departments  and  the  West  of 
Ireland).  Also,  another  type  of  operation was  approved,  the  "integrated 
measures",  requiring direct cooperation·among all Community  agencies  (e.g. 
the Western Isles of  Scotland  and  south-east. Belgium). 
The  aim of all these measures  was  to make  good  structural  shortcomings 
hampering the  application of "horizontal" measures,  the  elimination of which 
was  therefore  a  prior  condition for  the  achieveme.nt  of economically viable -61-
farming.  Of  particular interest,  were  it. only because  of its high overall 
financial  impact,  is the  "Mediterranean package", ·the  aim of which _was  to 
improve  agricultural  infrastructure  in the Mediterranean areas  in order  to 
dispose of  some  of the particular problems  the  Community's  southern  regions 
have  to contend with. 
The_ last horizontal measure  adopted  by the  Council  in February  1977  was 
Regulation  (EEC)  No  355/77,  which  superseded Regulation No  17/64/EEC, 
incorporating in  full.  the  positive aspects of the  previous  regulation.  The 
aim was  to  promote. investment  for the processing and marketing of agricultu-
ral-products  and  (later}  fishery  products. 
As  one  of the most  effective means  of  improving farm  incomes  consists often 
in  improving marketing or  in better processing of agricultural  products, 
particularly in areas  where  structure  is weak  and  agricultural  cooperatives 
are  not  developed,  the  aid is subject  to  a  key  condition:  the beneficiary, 
i.e.  the  seller or  processor,  must  show  that  the  economic  advantages  of  the 
project will  atso benefit  the  farmers. 
Another  important element  is  the  requirement  that  the  projects  should be 
dovetailed  into programmes  for  the  relevant  sector established by  the_Member 
States and  approved  by  the  Commission.  In this way,  the  bus_inessmen  con-
ce.rned  receive  important  information relating to  their  investment  decisions·; 
moreover,  the mutu13,l  consistency of  the various investments  is  thus 
strengthened,  so  that  the  overall  structural effect  can  be  optimized. 
2.3 Present  policy. 
The  third stage of  the  policy on  structures was  based  on  the  realisation 
that  the  policy pursued  so  far,  essentially through  the  application of  the 
1979  socio-structural directives,  had,  for various  reasons,  fallen  short  of 
expectations. 
In  the  first  place,  two.  objective ·problems  stood  in the  way  of the  success 
of these directives:  their very diffident implementation  in certain Commu-
·nity areas,  due  partly to  problems  of organization,  and the  &brupt  change  in -62-
the  economic  situation because  of  the oil-price  shock,  so that structural 
change  was no  longer  facilitated,  especially because  there were  fewer  and 
fewer  alternatives  for external  trade.  Furthermore,  there were  problems 
of surpluses  for  certain agricultural products attributable to  farms 
accounting  for  a  relatively large  share  of  the  development  plans. 
lt was  clear that,  in  a  difficult  situation- as  regards  structures,  the.  system 
offered  could  not  possibly be  exploited to best advantage.  Despite  the 
objective set,  a  disproportionate  share  of  the  aids was  accruing to the 
relatively well  structured areas  of  the  Communityand  for  products  the 
expansion of which,  in view of  the market  situation,  was  less desirable. 
The  review  of  the  Community  policy  in this field,  which  l.ed  to  the  adoption 
of Regulation  (EEC)  No  797/85 on the  improvement  of the  efficiency of agri-
cultural  structures,  therefore had  the  following  features: 
- inclusion of  the  proven  "regional"  components  to deal  with specific struc-
tural  shortcomings, 
greater  flexibility,  enabling better pFomotion of  investment, 
- restriction of aid,  notably  for  milk .and  pig  farming, 
- fuller  accommodation  of other alternatives,  including  investments  (ratio-
nalization,  energy  savings,  protection of the  environment,  etc.). 
Although it had. been very  successful,  Regulation  (EEC)  No  355/77  was  also 
reviewed,  though  to  a  lesser extent,  to adapt  it even more  closely to  future 
requirements. 
Althoughoriginall.y the  regulation was  confined  to  the  traditional  t'ields, 
other  less central areas,  though  often very  important,  in particular because 
of their .value  as  examples,  were  included  in the  objectives  (pilot projects, 
enetgy  savings,  processing of manufacturing waste,  etc.). 
Another  aspect  of  the  current  stage  in the  policy on  agricultural  structures 
is  that  the measures  laid down  for  the Mediterranean area of  the  Community 
of Ten,  i.e. without  Spain and· Portugal,  formpart of the  Integrated Medi-
terranean  programmes  (IMPs)  combining  the  financial  efforts of  the  Community 
and  of  its financial  instruments. -------~~----~------,----------------
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A last point,  and  at  the  time  of writing this  is only a prospect for  the 
future,  the measures  mentioned  in the  review of  the  common  agricultural 
policy  (Green  Paper)  presented by  the  Commission  must  not  be  forgotten; 
they are  designed  to deal with  structural  problems  forming  obstacles  to  the 
effective  implementation of the  Community's  agricultural  policy as  a  whole. 
A.3 Appropriations 
We  have  seen  that when  the  EAGGF  was  set up  it was  originally intended  to 
split appropriations one-third  for  the  Guidance  Section and  two-'thirds  for 
the  Guarantee  Section.  This  allocation had  to be  discarded when  guarantee 
expendit11re  forged  ahead  so rapidly  from  the  end  of  the  60s  onwards. 
Regulation  (EEC)  No  729/70 on  the  financing of the  common  agricultural  policy 
eventually set, the  annual appropriation  for  the  Guidance  Section at  285  mil-
lion units of account.  The  legal nature  and the size of this  amount  were 
immediately challenged;  in particular,  the  question.was  raised  as  to whether 
it was  a  11ceiling". 
In  fact,  the Council  approved  the  distribution of  funds  under an  annual 
regulation until  1975.  The  matter  assumed  an institutional dimension with 
the  strengthening of Parliament's  budgetary powers,  since  EAGGF  guidance 
expenditure  is partly "compulsory"  and partly "non-compulsory",  so  that 
Parliament's prerogatives are  involved  in an  unequal  way.  "Compulsory 
expenditure"  generally refers  to expenditure  for  the  indirect measures 
leading to  reimbursements  to  the Member  States,  since  the  latter are entitled 
to  request  Community  participation where  the  conditions  set out  in  the  Commu-
nity  req~irements are met. 
"Non-compulsory"  expenditure  refers  to expenditure  for  direct measures,  i.e. 
for  direct aid to  investment  projects,  for  here  there  is no right  to aid 
but  only a  right  that  the  aid application should  be  duly examined.  In  fact, 
applications  for  this  type  of  aid consistently exceed,  by  far,  available 
funds. -64-
When  three  new  countries joined the  Community  in  1973,  the  annuaJ amount  was 
raised to  235  million units  of  account  by  Regulation  (EEC)  No  2788/72,  as  of 
1.1. 1973.  This  amount  was  manifestly insufficient,  since,  as  the  second 
stage of  the .policy on  structures was  implemented,  guidance  expenditure 
also  rose  appreciably.  To  allow  for  this,  deal  with  the  institutional pro-
blems  and  achieve  a  more  flexible  budget  system allowing more  fully  for  the 
tendency  for  expenditure  on  certain schemes. to increase,  it was  decided  in 
1979,  under Regulation  (EEC)  No  929/79;  to rephce  the  annual  amount  by  a 
five-year  amount,  set  at  3  600  millionECU  for  1980-84.  When  Greece  joined, 
this  amount  was  raised to  3  755  million ECU,  by  Regulation  (EEC)  No  3509/80. 
For  the  1985-1989  period,  Regulation  (EEC)  No  870/85  set  the  five-year  amount 
at  5  250  million ECU,  an.  amount  which was  eventually raised to  6  350  million 
ECU  by  Regulation  (EEC)  No  3769/85 when  Spain and  Portugal  joined. 
This  amount  is  in respect  of  foreseeable  expenditure  for  existing structural 
schemes,  i.e.  it does  not  cover expenditure  on  schemes  which  are still to be 
proposed,  notably  in connection with  the  Green  Paper. 
B.  Execution,  procedures  and  financial  results 
B. I  The  f'inancing  systems  aJlplied 
We  have  seen that  the  policy on  structures comprises  direct measures  and 
indirect measures;  it also include.s  me.asures  for which  the  Community's  finan-
c.ial  contribution: is  paid  only after completion  (although in some  cases 
advance  payments  may  be  granted);  lastly,  there  are  "horizontal" and  regional 
schemes  and  operations  referring to certain markets  or certain product  groups. 
The  latter include capital  subsidies,  interest  subsidies,  flat-,rate  assistance 
and  premiums,  and  the  Community's  contribution may  correspond  to  a  variable 
percentage  of  the  total cost. 
This  very wide  range  of  schemes  is  accounted  for  mainly  by  the  fact  that  the 
Guidance  Section has  a  special  character,  founded  not  on  a  general  legal 
basis but  requiring  for  each scheme  a  special  legal  instrument  adopted  by -65-
the  Council.  This  instrument  can be  specially tailored to  the  requirements 
as  regards  terms,  objective  and  method,  and must  not  derive  from  pre-existing 
intervention mechaniSms..  The  structural  schemes,  despite  their diversity 
and  large  number,  can be  reduced  to a  limited number  of types. 
1. I  Direct measures 
The  oldest type  is the  "direct measure",  i.e,  the direct  grant  of Community 
funds  to  invesqnent  projec.ts.  This  type is the  oldest because  it can  be 
implemented  even if there  is  no  very detailed policy on  structures. 
But  the direct measures are  not  an attempt  to "short-circuit" the Member 
States:  a  condition that must  be  met  for  the  financing  of  the  projects  is 
always  that  the Member  State  itself submits  the  project,  having endorsed it, 
and  that  it contributes  to its financing. 
For  the  rest,  there are  no  longer direct measures  for·which  the establish'-
ment  of national_ programmes  on  a  regional "or  "sectoral" basis  is .not  inserted 
between  the basic Council instrument  (which  is  always  a  regulation for dfrect 
measures)  and  the  financing  of  the  projects.  These prograllll!les,  which  must 
be_  presented by  the Member  States  to  the  Commission  for  endorsement,  must 
implement  the  criteria in  the  Council  regulation relating to  the  regional 
and  sectoral situation in  the  areas of  implementation.  The  aim of this  rule 
is to  ensure  coordination between  the national .and  Community  policies  on 
struc·tt.tres  but  also  to  turn ·to good  account  the direct  experience  of  the 
administrative  departments  and  national  and  regional  private operators,  so 
that  arrangements  made  will  always  be practicable. 
For  the-measure  which  is the most  costly and  also  the most  complex because 
of its broad  scope,  a  measure  coming  under  Regulation  (EEC)  No  355/77  concer-
ning projects  for  improving  structures in the  area of marketing and  processing 
of agricultural  products,  the  Commission  also sets  selection criteria,  which 
are  published  in  the  Official Journal  of  the  Communities.  The  Commission, 
in addition,  adopts  a  regulation which  states what  facts  and  figures  and 
documents  must  be  sent  in with  the aid application to enable it to.carry out 
a  detailed  and  uniform assessment  of all  the  projects concerning all  ..  the 
Community  areas. ..,.....  66 
This scrutiny,  carried out jointly on  the bas·:i.s  ot the regulation,  the  rele-
. vant  protraunne  and  the criteria,  leads eventually '.to  a  cho·~ce ot the best 
pr?jeets from  the angle  of the  Counnilnity  interest. and  the  Counnission  grants 
aid .for  these projects.  But  for  the direct  mea~ures, this decision consti-
tutes.:only_ a -pro111-ise  of assistance,  which  is sub.ject  to the  condition that 
I 
the  project  is realized iit accordance with  requirements  set out  in the  deci':": 
~~:ion. 
.  . 
The  actual payment  is made  u~tder  a  separate  procedure within which,  again,  a 
·  Counnission  regu}ation determines' the  content· and  form of  payment  applic~tions. 
A prior condition in this connection· is confirmation by  the  eompetent  n~tional 
authcirit.ies that  the  documents _and  vouchers  provided have been examined. and 
found  valid·,  that the  investments, have actually been carried .out  in acc.or-
dance with  the descriptions  and  that there' is a  national contribution.,  If· 
necessary,  the  eounni.ssion's  staff may  make  verifications on_thespot. 
To  ensure  that beneficiaries do  not  ha~e to '"Wait  too  long  for .actual  payments/ 
ri.otably  for  large projects,  the  regulations  provide_  for  the  payment  of ins-
talments as_  the  wOrk  prcigr·esses,  and,  in particular cases,  advance  payments 
may  be.made. 
.  . 
·  The  _scale  of the assistance ha.s  been increasingly varied on  the basis of 
regiops.  'For  ex~pl.e-,  Regulat;ion  (EEC)  No '.335/77  lays  down  the  following 
rates  (these refer to costs eHgible  for assistance): 
50  % maximilm  for. the Mezzogiorno,  Greece  (outside Athens),  the  French Over-., 
seas D.epartment.s,  Portugal,  the West  of Ireland; 
35 ·%  maximum  for Languedoc..:.Roussillon and· the  Fren"):l  De~artments of Vaucluse, 
Bouches-du-Rh6ne,  Var,  Ard~che and Dr6me; 
.25  % maximum  for  the  other regions. 
Thia  last rate may,. however; be  raised t.o  ·30 •%  in certain. regions.  There 
are .also special .rates  for harvesting equipme)lt.  The  question of varying 
regional  rates  for  Spain h,ad  not yet;  been settled at  the  time  of writing. 
·Under  the. special  progrsunne  for  Portugue&e agriculture and  the  Integrated 
Mediterranean Programme!!•  other_additional  aid  (10  %)  is also available. -67-
The  minimum  beneficiary's contribution required by  Regulation  (EEC)  No 
355/77  ranges  between  25  and  50  %. 
Under  the  regulation,  beneficiaries must  submit  reports  on  the  results of 
the projects  two  years after the  assistance has  been paid  in full.  The 
reports  must  be  such  as  to enable  the Commission  to  review the  economic, 
structural and  financial  results of the  aid programme  in order  to draw 
from  the experience  gained  guidance  for  future  ope~ations. 
1.2  Indirect measures 
The  content of  the  indirect measures .is much  less homogeneous.  These  are 
large  in cost  and  scale,  but.few in number,  while  the  indirect measures 
account  for  the  great majority of structural programmes. 
In general,  direct measures  are entertained only when  the  number  of projects 
concerned  is not unduly high,  when  the  size  of the  investment  per project 
is relatively large  and  when  a  decision  on  the  specific case  is desirable 
and  feasible at Community  level.  On  th.e  other hand,  the  indirect measures 
concern  the  cases where  the  number  of projects  is very.high  and  the  amount 
for  each  project  relatively low,  and  where  for  objective  reasons,  a  Commis-
sion decision  is neither desirable or  fe.asible. 
While  Regulation  (EEC)  No  355/77  is  a  typical  example  for  direct measures,  the 
indirect. measures  can  be  best  illustrated by  taking as  example  the  financing 
of  investments  on  farms  themselves.  This  type  ofmeasure  relates to a 
large number  of projects  (several  thousand  investment  plans  each year),  each 
project generally ·concerning only a  relatively small  amount  of capital.  A 
Commission  decision  in each  case  is therefore neither  feasible  nor  desirable, 
since it would  need detailed knowledge  of  the  local  situations  and  of ·the 
farm  itself for  that  purpose  (information which  the  Commission's  staff cannot 
possess  for  all  the  regions)  and  because  there  is a  right  to this aid wherever 
the  conditions  are met  (i.e.  there  is no  need  to. take  decisions  in  terms  of 
any higher  Community  interests, with  the  exercise of a  power  of discretion). --- 68 
S11-ch  a  syste111_'o:f  indlrect  measure~, which  confers  on. the  c·ompetent  national 
authorities responsibility  for  ~xecution of the  aid  (fro~~!_ the  payment  appli-
cation through  t"o  its approval),  requires,  between  the  legal  instrJ,nnent 
adopted bi t'tte  Coimnunity  and  its  implementation,  the  organization by the 
. Member  State!; of specific  impl~menti~g pro'iiisions which. must  be  S\lbmitted 
'  - •  '  <  ' 
·for endorsement  to the  Commissi01i  and. which. allow  t.he  latter to exercise 
·'·  < 
regular control in the  Member States with  a  view ·to ensuring proper compliance , 
with  Community  law.  It often happ.ens. that  the  in,strument chosen  in:  a  parti,-
cularcase takes  the  form of a  directive or  a  decision flddressed directly 
only to the  Member  States concerned,  so that oniy the  :i:mpl~menting provisions 
or :the national  programmes  cqnst itute the' practical  legal  basis'  for  the 
granting of the  aid.  But  the.re  are also cases  in which  the  form. of .insi:ru-
ment  chosen. is· the regulation,  either .becaus.e  in addition to ·provision!! 
~ddressed more  to  th~ 'States,  _i~  ~ilso contains· provisions which  are directly 
applicable,  or  J:lecaus~.  for certain  le~s complex measures  (e.g.  certain. 
payments  t>r' premiums),  the _conditions  f<ir  granting, the  ai<l  can. be  deter_miried 
·fully in the  Community  basicr~le aridJ:leca1JSe  only administrative  matte~;s 
r.eniain  to be  settled under- .rt'ationaL regulation_s. • 
.-. 
In all cases,  the Commission  adopts.  iinp:lementing provisions  (gtmerally. in the  .  ~  .  ' 
form  of  a,  decision ·add-ressed· to the Member  States) which determine .the  form 
in which  the  Member  States must  submit  to- the  Commission  reimbursement  appli-
cations  and' indicating what _documents  must  be "enclo!;ed. 
staff verify th.e  national  documents  on  a·  sample basis,  and carry out  on-'-the-
.spot . checks. 
The. rate 'of r-eimbursement  vades depenging  on  the measure  and  the  region 
concerned..  Generally,  the  rate  is 25. %,  .but  rates  rang~ng up to 65  % are 
alsc;>  approved,  espedally fo.r- the  financially  we~ker, regions  and  those whose . 
structu~es most  stand  in need. of  improvement.  Advance'paylllents  can often 
be  made,  especially in these cases,  to  speed  up. the  execution of. the measures 
and at least make  sure that .work is not  prevented by  a  lack of appropriations 
at national or :regional  level. -69-
B.2  Procedures 
The  basic  legislative  instrument  for  the  Guidance  Section is,  as  for  the 
Guarantee  Sectio1;1,  Regulation  (EEC)  No  729/70  on  the  financing  of the  common 
agricultural  policy.  -The  clauses  in this regulation concerning the  Guidance 
Section are,  however,  few  in _number  and  are  confined,  as  regards  the  content 
of the  policy to be  financed,  to  referring .to  the  objectives  of  the Treaty 
set  out  in Article  39( I )(a),  including alterations to  structures  required 
for  the  proper  operation-of  the  common  market.  For  the  rest,  the  regulation 
stipulates  that  the  Council  must  adeipt  procedures  implementing  the  common 
provisions  to  be  adopted  for  this  purpose.  Among  the  procedures which  the 
basic  regulation does  not  establish are  not  only  the  contents,  objective, 
cost  and  duration,  .but  also  the  prOCE;!dures  essential  for  the  execution  ()f  the 
ineasure. 
Any.measure  to be  financed  by  the  Guidance  Section therefore has  its point 
:of departure  in a  Commission  proposal  to .the  Council.  Parliament  must  be 
consulted,  in accordance with Article 43  of  the  Treaty,  and  the  Economic  and 
Social  Commi"ttee  is also consulted  in nearly every case. 
The  adoption of  common  measures  by  the  Council  generally entails an. obligation 
on  the Member  States  to act,  both  for  direct and  for  indirec_t  measures,  either 
by  adopting  the necessary national  implementing provisions  or by establishing 
a  programme  (regional  or  sectoral)  and  by making  available  the  necessary 
funds. 
In both  cases,  the  provisions or  programmes  must  be  laid before  the  Commission 
for  approval.  The  approval  procedure  involves  two  committees,  the  EAGGF 
Committee  (Fund  Committee)  and  the  Standing Committee  on Agricuitural. 
Structure  (SCAS). 
The  members  of  the  EAGGF  Committee  are  generally  from  the  finance ministries, 
while  the  Standing Committee  on  Agricultural  Structure  is normally manned  by 
officials  from  the  agriculture ministries. 
Within  the  Guidance  Section,  the  Standing C.ommittee  has  a  crucial  r.ole  to 
play,  although  it is not ,mentioned  in the basic  regulation:  whenever  the -70-
Commission  has  to  take  a  decision of substance concerning structures and not 
only  a  technical-financial decision,  it consults  the  Standing Committee,  the 
EAGGF  Committee  being consulted on  financial .aspects.  The  Standing Commit-
tee is consulted on  the  basis of  special provisions which  are  included  in 
each  of  the  common  measures  and  the wording  of which is always  similar  .• 
In the  procedures  for  approval  of  the national  implementing  provisions  and 
of  the  national  programmes,  the  Commission  thus  takes  its decision  (following 
the  "management  committee"  procedure)  after consulting the  Standing Committee 
and  the  EAGGF  Committee.  The  same  procedure  is followed  in connection with 
direct measures  when  the  Commission  decides  to grant  assistance for  the 
various  projects. 
On  the other hand,  the  Commission  deCides dhectly after consulting the  EAGGF 
Committee  (but  without  consulting the  Standing Committee)  when  it acts,  for 
indirect measures,  as  regards  the  reimbursement  of part of  the  Membe.r  States' 
expenditure.  The  reason  for  this  is  that  reimbursement  in  these cases  is 
.compulsory  provided  the  legal  requirements  are met,  and  in particular provided 
the  corresponding provisions have  been complied with,  and  there  is no  deci-
sion as  to  the  substance  or of a  discretionary kind  to be  taken within  the 
area of agricultural  structures:  the  decision as  to  the merits has already been 
taken under  the  Council's  decision on  the measure  itself or  the  Commission's 
decis.ion on  the national  implementing provisions. 
There  are  also other cases  in which  the  EAGGF  Committee  renders  opinions. 
These  are  implementing provisions  adopted by  the  Commission  on  technical  and 
financial  aspects,  in particular on  the  form  and  content of  reimbursement 
applications  to be  submitted by  the Member  States  for  indirect measures,  or 
payment  applications  to  be  submitted by  the  beneficiaries  for direct measures. 
l'or  direct measures,  payment  of  the  assistance  is made  directly by  the  Com-
mission  staff following  internal administrative  procedures  (notably,  in 
compliance wi.th  the Financial Regulation},  since  the work  consists here  only 
in  the  execution and  administrative  supervision of decisions  already adopted 
by  the  Commission. --- - ----- -- - ---------------~--·~---~---------
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:S.3  Financial volume  of measures  concerning structures 
A number  <>f  tables  are  annexed  providing  information on  the  financial  volume 
and  breakdown of measures  relating to structures encouraged  by  the  Guidance 
Section. 
The .table of a.ssistance  granted  from  1964  to the  end of  1.985  also  shows  a 
predominance of expenditure  for  direct measures,  mainly because  financing 
was  for along time  governed  by Regulation No  17/64/EEC. 
time,  expenditure breaks  down  at  about  two  thirds  for  indirect measures  and 
one  third for  directmeasures.  All  in all,  7  600 million ECU  have  been 
granted,  of which  4  300 million ECU  for direct measures and  3  300 million 
EGU  for  indirect measures. 
It should be noted,  {While bearing in mind  that  some  Member  States have,  of 
course,  been members  of the Community  much  longer  than others)  that Italy 
accounts  for  the  largest share,  but that  Ireh.nd  and  especially Greece  also 
account  for large shares  of ·the direct measures.  This  reflects the  Commis-
sion's effor.ts to accolnmodate,  in the  selection of  the  projects,  the  parti-
cular structural  needs  o.f  these countries. 
Another  noteworthy point is the  large  shares accounted  for  by  the  United 
Kingdom,  the Federal Republic of Germany and  also  the  Netherlands  and 
Denmark  in the  indirect measures,  which  is accounted  for  by  the  fact  that, 
.for  these measures,  the Commission·does  not  make  a  selection:  whenever  the 
conditions are met, .the Member  States are ent.itled to  reimbursement  from  the 
EAGGF.  But  these  figures  also show that access  to these·aids during the 
$tage of  the  first Community  policy onstructures was  easier  for  the  Member 
S.tates which  were  strongest  in terms of their econqmies,  structures. and 
organization. 
This  is  a  general  problem for  the Community,  as  is borne  out  by the  figur.es 
relating to assistance  actually paid,  differences being discernible here 
only for direct measures  (for  the  indirect measures,  the  grants  and  the  pay-
ments must  coincide). -72-
In general,  the  payments  corresponding to  the direct measures  fall  short  of 
the  decisions  granting assistance,  which  is due  to  the  fact  that it takes  a 
number  of years  to  complete  the  projects.  What  is, however,  discernible  is 
that certain Member  States which have  weaker  structures aLso  have  payment 
rates well  below the  average,  which  means  that  they are  using  the assistance 
granted  to  them much  more  slowly  than others  (although  the  terms  on  which 
they are  granted  the  assistance are often much  more  favourable,  in particu-· 
lar as  regards  the  amounts  and  the  approval  of advance  payments). 
The  other  tables give  information on  the  breakdown of assistance  for  certain 
particularly important  measures,  and  in particular  for  Regulation  (EEC)  No 
355/77  in  the  field of direct measures,  and  for  the  socio-structural direc-
tive.s  in the  field of  indirect measures. 
C.  Measures  under  the  Guid.ance  Section 
Details of the various measures  financed  under  the  Guidance  Section are  given 
in  the  annex,  br.oken .down  bymain categor.ies. 
The  socio-structural measures  are  now  financed  solely under  Regulation  (EEC) 
No  797/85,  which  has  superseded  the  three  1972  direc.tives  (and also  the  1975 
directive .on  the  less-favoured areas).  Because  of  its particular  importance, 
this measure will  be  discussed  in more  detail below. 
The  main  feature  of  the  other measures  for  the  less-favoured areas  is their 
large  numb.er  and  wide  diversity.  }:!ere,  there  are  no  real  types  of measure 
or typical  content,  as  the  very  point of  these  measur.es  is  to find  remedies 
for  structural  shortcomings  peculiar to  individual  regions. 
None  the  less,  the  main  emphasis  is on·agricultural  infrastructure  (roads 
and  paths,  electrification,  provision of potable water,  irrigation and  hydrat,t-
lic measures)  and  the  developiJlent  of  !arm advisory services. 
The  class of measure  for  less-favoured areas also  includes  a  large  proportion 
of  the direct measures,  i.e.  those  coming  under  Regulations  (EEC) Nos  1362/78, 
1760/78,  269/79,  1938/81,  194 I /81  and  2968/83.  Most  of  the measures  'for  the ~------------~------------------------------------------
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Mediterranean areas of  the  Community  of Ten  (i.e. without  Spain and  Portugal) 
come  under  the  Mediterranean programmes  and will be  promoted  in  future  only 
in this  framework. 
As  regards measures  related to  the market  situation,  there, are  three  main 
categories: 
--measures  to  prolllqte-producers'  groups; 
- measures  promoting action against  livestock diseases  (which  are  no  longer 
financed  by  the  Guidance  Section,  but  from  a  special  budget  heading); 
- measures  to  improve  the  s.tructure of production of wine. 
The  important  direct measure  designed  to  improve  the marketing and  processing 
of agricultural-products  (Regulation  (EEC)  No  355/77) will  be_  described  in 
detail below.  .This  regulation also. covers  the  processing  and marketing of 
fishery  products.- The  new  measures  relating to  structures _proposed  by  the 
Commission  following  the  Green  Paper will also be  presented briefly. 
C. 1 Regulation  (EEC)  No  797/85 
Regulation  (EEC)  No  797/85  on  the  improvement  of  the  efficiency of agricul-
tural  structures is  the  outcome  of a  review of the  policy on  structures 
conducted  on  the basis of  the  1972  and  1975  directives.  Its aim  is to 
retain the  aspects of  the  legislation which have  proved  sound  and  at  the 
same  time  to make  the  adjustments  needed  to achieve  the  objective set, 
which  remains  that of  improving the  efficiency of  the  structures of produc-
tion.  For  this purpose,  it provides  for  contributions  from  the  Guidance 
Section to  schemes. connected with: 
(a)  investments  in  farms  and  the  setting up  of  young farmers; 
(b)  other measures_to  promote  farms  concerning the  introduction of accounts 
and  the  establishment  and  the  operation of  groups,  services  and  other 
measures  for  small  farms; 
(c)  specific measures  to  promote  mountain  and hill  farming  and  farming  in 
certain less-favoured areas; 
(d)  forestry measures  .for  farms; 
(.e)  the  adaptation of  occupational  training to  the  requirements  of mod"erh 
farming. -74-
The  key  aspect  of the Regulation is  thus  once  again the  scheme  of aids to 
investments  in  farms  of which  the  farmer 
(a)  works  in that  capacity as  his main  occupation; 
(b)  has  adequate  farming  skills; 
(c)  present.s  a  farm  improvement  plan; 
(d)  undertakes  to keep  simplified accounts. 
The  aim of  the  farm  improvement  plan is to achieve,  per man/work unit,  a 
reference  income  fixed  by  the Member  States  b~Jt  not  exceeding the  average 
gross wage  earned by  non-agricultural workers  in  the  region.  The  aids 
relate  to  investments  for: 
the qualitative  improvement  and  conversion of production  in relation to 
market  requirements; 
the  adaptation of  the  farm with·a view  to  reducing production costs, 
improving  living and  working conditions .or  achieving energy  savings; 
-the protection and  improvement  of  the· environment. 
The  aids  granted may  take  the  form  of capital subsidy or  its equivalent  in 
interest  subsidies or  in·"deferred depreciation",  or  a  combination of  such 
aids.  The  capital  subsidy may  concern  a  vol~Jme of  investment  of  60  000  ECU 
per man  work.unit  (MWU)  and  !20  000  ECU  per  farm. 
In the  area of special measures  for mountain  and hill  farming  and  farming  in 
less-favoured areas,  the main  provision remains  compensation against  perma-
nent natural handicaps  (compensatory allowance). 
C.2 Regulation  (EEC)  No  355/77 
Council  Regulation  (EEC)  No  355/77  of  IS  February  1977  on  common  measures  for 
the  improvement  of the  conditions of processing  and marketing of agricultural 
products  and  of  fishery products  provides  for direct  involvement  of the 
Guidance  Section in  investment  projects  including: 
(a)  projects  for the  rationalization or  the  development  of storage,  packa-
ging,  preservation,  treatment  or processing of agricultural products; 
(b)  projects  for  the  improvement  of marketing channels; • 
fc)  p'roje:Cts  ·foe~ improved  iri.fo:tmadon on prices and pricing of the markets 
for agcicu'l,tl.il.'al  .pcoduot:s F' 
(d)  proje<;t!J  for· fea~ibility stud~es of new  tl!cbnical  and  economie  pro  ..  · 
.. ceasing techniques at indullt·tial level (pilot p:rojeetsh  and in pard-
'  --·.  '.•  '  -· 
cul~-r the devel()pll!ent  of ne':l  products ·and .by-products; 
(e),  <proje~s for  et~ergy.  ~V:iin&' or  e~.-e~tioM teeupe~ati'<!.n arid/or. reeyeling 
pf,  'lll!lnuf,aj!~-!Jring w-a:sw  Ynde~:: fa(:Uiti,es  r-e•fer'l':ed  t~> at· points'(a>•' (b)  • 
(i:) and  {d); 
·(f)·  'PTQ}eeta  (on  certain conditions) •tor  the  pu'rcbaSing of  hlirvesting · ' 
machinery. 
~Jso  .•  t~e.  pro.,i.~ects .alllll~  n01imally .~;efe:r;. to" ,p;od.u,ct!B. Hst;ed ci.ll  f.nnex  :LI  to the 
Tr~at)'  ~(~rle~iiure.i  p~Q~~~t.~1,,~  · " . 
rhe .a;i(!l!,  ~til  Jp't~d#d in, the•  ,~~'1'~~. ,p~ac~t ,!ot;,,P.rOJj!ct:s  .~i(:b~ ~hUe,  e()lltribu.;... 
t.ing to the  improveinent  of' the situation in  ~gt;icu~t~ral produet.s  l!e~tiori, 
also ~.!!t. tlll!.. foi  ).owing .  edt~#a.:  .  .  •'_•  ;  '- - .  ~  '- ·.  . .  .  ' - -,  \  .  ;_. 
(b) 
that' ·theY ·¢-onrribute:>to '.the  lJui4ance  of proclucdop sought  by  i:h~ ·coiOI!IOn. 
agd:cultura'l poticy '01"  eli:t:~U the :cread:On tif.· .  new  o:Utlet\9  lox:  &$iicul>:7. 
•tur.al  ~:r;od.uction,  in pa~titul:ar: thfougif.th• iaar~eti~lf~friew pr!Xfucts; 
.  .ellat  tlfei aire  likely :to; rll'liev•' :the '<inter'lfention llilchlnery· o~  th'€ EEC 
market  org.anilliations  by . providing a  resl!Of:lil~f to· a· neei.i ·to  improve 
structures  in the  long  te~; .  . 
(c)· that  they are  located  in r'egions Which have particulat·d1fficultieS. ep' 
contend with  in adapting• to the'  e~;:onomic cbrtcritiOns  and  cbnsequences of 
the .common  agricultur!ll policy .or  that  they benef;i1: ·stich  reaiortll; 
(d).  that they help to shorten or improve  aiarkei:ing  ~hannels or'cohtril:iut;e. 
.  .  . 
to the rationalization of the  procel!lsing of agriculburaJ  produ~tlf;  .  . 
(e)  that  they contribute  to  improving  the quality,  presentation  ah~packa,. 
ging of• products or con'tribute tO.  a  bett;er  us~''()f fi:y:..ptodi.lct$  ~;itt  pa-r~· 
· .ticular through  the 'recycling bf wnte) .. · 
Also,  the projects BlUst: 
(a)  form  part  ~f. progra~s; 
(b)  be  Sl.lfficiently profitable; 
{e)  contribute to  the  lasting.economic effect of the  improving of structure 
sought  by the  progtaiiiiDes. -76-
Applications must:  be  submitted  through  the Member  State  concerned,  with its 
endorsement. 
of assistance. 
The  Commission  takes  decisions  twice  a  year on  the  granting 
C.3  Commission  proposals  for  the adaptation of agriculture  to. the  new  situation 
of  the markets  and  the- preservation of  the  countryside  (COM(86)199  final) 
Following up  the  Green  Paper,  the  Commission  proposed  the  following measures 
(COM(86)  199): 
(a)  introduction of  a  "pre-pension"  scheme  to encourage  early departures 
from  the  land  for  farmers  over  55  years  of age  agreeing that their land 
should be withdrawn  from  farming  or transferred to  a  young  close  rela-
tive.  The  aim of this measure  is to cut  back  production potential 
and  help  rejuvenate  the  industry,  which will  facilitate  the  necessary 
adaptation and  reorientation; 
(b)  aid to  the  adaptation and  reorganization of  farms  by  young  farmers 
setting up  for the  first  time  as  "main occupation"  farmers,  with  a  view 
to achieving qualitative· improvement,  conversion or "extens.ification" 
of production  in relation with market  requirements.  In  thi~ framework, 
financial  compensation  for  any  cutback  in production will  be  paid; 
(c)  increase  in the  compensatory allowance,  on  certain conditions,  in 
specified  less-favoured  regions; 
(d)  introduction  in certain areas  of  incentives  to encourage  farming methods 
compatible with  the  increasing need  to 'protect  the  environment  and  pre-
serve  the  countryside; 
(e)  strengthening of training and  advisory  schemes; 
(f)  renewal  and  inte~sification of the  scheme to encourage  farmers  to  form 
groups; 
(g)  under Regulation  (EEC)  No  355/77,  less  stringent conditions  for  projects 
for  processing or marketing of products  of "biological" agriculture  and 
and  for  pilot or experimental  projects. 
• --~------------------------~----~------------------------------------------------------------
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Table  No  16 
EAGGF  Guidance  Section measures 
I.  INDIRECT  MEASQRES 
Socio-structural measures-
-Council Directive  72/159/EEC  of  17.  April  1972  on  the modernization of 
farms 
-Council Directive  72/160/EEC-of  17  April  1972  concerning measures  to 
encourage  the  cessation of  farming  and  the  realLocation of utilized agri-
cultural area  for  the  purposes  of structural  improvement. 
-Council Directive 72/161/EEC  of  17  April  1972  concerning  the  provision of 
socio-economic  guidance  for  and  the acquisition of  occupational_ skills by 
persons  engaged  in agriculture 
- Council  Regulation  (EEC)  No  797/85 of  12  March  1985  concerning the  impro-
vement  of  the  efficiency of agricultural structures. 
Measures  for.less-favoured areas 
- Council Directive  75/268/EEC  of  28  April  1975  on  mountain  and !:till  farming 
and farming  in-certain less-favoured areas 
- Council  Regulation  (EEC)  No  270/79  of  6  February  1979  on  the  development 
of agricultural advisory services  in Italy 
- Council Directive  78/627/EEC  of  19  June  1978  on the  programme  to accelerate 
the  restructuring and  conversion of vineyards  in certain Mediterranean 
regions  in France 
-Council Directive  79/173/EEC  of 6February  1979  on  the  programme  for  the 
acceleration and  guidance  of collective irrigation works  in Corsica 
-Council Directive  79/174/EEC  of  6  February  1979  concerning  the  flood  pro-
tection programme  in the Herault  Valley 
- Council. Directive  79/')59/EEC  of  26  March  1979  on  the  programme  to  speed  up 
the  conversion of certain areas  under vines  in. the  Charentes departments 
- Council  Directive  78/628/EEC  of  19  June  1978  on  a  programme  to accelerate 
drainage operations  in the  less-favoured areas  of  the  West  of Ireland 
- Council  Directive  79/197/EEC  of 6  February  1979  on  a  programme  to promote 
drainage  in catchment  areas_including  land  on both  sides  of the  border 
between Ireland and  Northern  Ireland 
- Council  Regulation  (EEC)  No  1820/80 of  24  June  1980  for  the  stimulation of 
agricultural  development  in  the  less•favoured areas of  the West ·of  Ireland -78-
- Council  Regulation  (EEC)  No  1054/81  of  ~I 'April  1981  establishing a  common 
measure  for  the develop_mep,t  of beef _cattle  product:ioA  in Ireland and 
Northern  Ireland 
- Council  Regulation  (EEC)  No  1939/81 of 30  June  1981  on  an  integrated 
development  programme  for  the Western Isles of Scotland  (Outer Hebrides) 
-Council Regulation  (EEC)  No  1940/81  of  30  June  1981  on  an  integrated 
development  programme  for  the department  of  Lo~ere 
- CounciLRegulation  (EEC)  No  194.2/81  of  30  June  1981  for  the  stimulation of 
agricultural develo-pment  in the -less-favoured ateas of Northern  Ireland 
-Council Regulation  (EEC)  No  1944/81  of  30  June  1981  establishing a  common 
measure  for  the adaptation and  modernization'of the  structure of ptoduc::-
don of bee'fa_nd veal,  sheepmeat 'and  goatmeat  in Italy 
Council  Uirective 81/527/EEC  of  30  June  1981  on  the  development  of agri-
culture  in- the  French -overseas. departments 
-Council Regulation  (EEC)  No  2195/81  of  27  July  1981  on  a  special programme 
concerning drainage  operations  in the  less-favoured areas  of the West  of 
.Ireland 
-Council Regulation  (EEC)  No  1975/82  of  19  July  1982  on  theacceleration of 
agricultural development  in certain regions of Greec~ 
- Council  Regulation  CEEC)  No  2966/83  of  19  -Oc::tober  1983  on  the.  development 
of agricultural  advisory services  in Greece 
- Council  Regulation  (EEC)  No  2969/83  of_  19  October  198:3  establishing a 
special emergency measure  to assist stock  farming  in Italyl 
- Council  Regulation  (EEC)  No  2088/85 of 23  July  1985  on  the  Integrated 
Mediterranean Programmes 
- Council  Regulation  (EEC)  No  3828/85  of  20  Dec_ember  1985  establishinga 
specific programme  for  the development  of agriculture  in Portugal 
Measures  concerning markets 
- Council  Regulation  (EEC)  No  1360/78  of  19  June  on producer .groups- and 
as_sociations  thereof 
Council Regulation  (EEC)  No  1696/71  of  26  July  1971  on  the  common  organi-
~ation of the market  in bops 
Council  Re~gulation (EEC)  .N_o  1035/7.2  of  18  May  1972  on  the  common  o.rgani-
~ation of  the market  in fruit  and  vegetables 
_Financed  under  Chapter  38 _of  the  budg~t -79-
- Council. Regulation  (EEC)  No  1078/77  of  17 May  1977  introducing a  system 
of premiums  for  the  non-marketing of milk and  milk products  and  for  the 
converSion of dairy herds 
- Council Directive  7.7/391/EEC  of  17.  May  1977  introducing Community  measures 
for  the  eradication of brucellosis,  tuberculosis and leucosis  in cattle 
extended by  Council Directive  82/400/EEC  of  14  June  f9821 
- Council  Regulation  (EEC)  No  2511/69  of  9  December  1969  laying down  special 
measures  for  improving  the  production and marketing of Community  citrus 
fruit 
- Council Regulation (EEC)  No  456/80 of  18  February  1980. on the  granting of 
temporaryand  permanent  abandonment  premiums  in respect of certain areas 
under vines  and  of premiums  for.the  renunciationof replanting 
- Council  Regulation  (EEC)  No  457/80 of  IS  February  1980  establishing a 
system of premiums  for  th.e  cessation of wine-growing  in France  and . Italy 
- Council  Decision 80/1096/EEC  of ll November  1980  introducing Collltliunity 
financial measures  for  the  eradication of classical swine  fever! 
- Council  Decision 80/1097/EEC  of. ll November  1980  on  financial  aid  from  the 
Community  for  the  eradication of African swine  fever  in Sard.ina I 
- Council Regulation (EEC)  No  .1055/8.1  of  21  April  1981  introducing temporary 
financial  aid  from  the Community  to  Ireland  for  ~re-movement tuberculin 
testing and  brucellosis blood  sampling of cattle 
- Council  Regulation  (EEC)  No  389/82  of  15  February  1982  on  producer  groups 
and  associations  thereof in the  cotton sector 
Council Regulation  (EEC)  No  895/85 of  I  April  1985  concerning a  collltlion 
action for  the  improvement  of structures  for wine-growing  in Greece 
-Council Regulation  (EEC)No  777/85  of  26  March  1985  on. the  granting,  for 
the  1985/86  to  1989/90 wine. years,  of permanent  abandonment.  premiums  in 
'respect of certain areas under vines 
2.  DIRECT  MEASURES 
- Council  Regulation  (EEC)  No  355/77  of  15  February  1977  on  common  measures 
to  improve  the  structures  for processing and  marketing agricultural  pro-
ducts 
- Council  Regulation  (EEC)  No  1760/78 of 25  July  1978  on  a  common  measure 
to  improve  public amenities  in certain rural  areas 
-Council Regulation  (EEC)  No  269/79 of 6  February 1.979  establishing a  com-
mon  measure  for  forestry  in certain Mediterranean regions of the  Community 
- Council  Regulation  (EEC)  No  1362/78  of  19  June  1978  on  the  programme  for 
the.  acceleration and  guidance  of collective irrigation works  in the Mezzo-
giorno 
Financed under  Chapter  38  of the budget - 80 
- Council  Regulation  (EEC)  No  458/80 of  18  February _!980  on  collective pro-
jects  for  the  restructuring of vineyards 
-Council Regulation  (EEC)  No  1938/81  of  30  June  1981  on  a  common  measure  to 
improve  public amenities  in certain less-favoured agricultural areas  of 
the Federal  Republic  of Germany 
- Council  Regulation  (EEC)  No  1941/81  of 30  June  1981.  on  an  integrated 
development  programme  for  the  les.s-favoured areas of Belgium 
- Counci,l  Regulation  (EEC)  No  1943/81  of  30  June  1981  on  a  common  measure. to 
improve  the  processing and marketing conditions  in the cattlefeed sector 
in Northern Ireland 
- Council  Regulation  (EEC)  No  2968/83  of  19  October 1983  introducing a  com-, 
mon  measure  for  the  acceleration of collective  irrigation ope.rations  in 
Greece 
3.  MEASURES  CONCERNING  FISHERIES 
- Council Regulation (EEC)  No  3796/81  of  29  December  1981  on the  common 
organization of  the  market  in fishery products 
- Council  Regulation  (EEC)  No  31/83 of  21  December  1982  on  an  interim common 
measure  for  restructuring the  inshore  fishing  industry and .aquaculture Table  No  -17 
Aid  granted  from  th<>  Fund,  by  Member  State,  at  31  December  1985 
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Table  No  18 
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Table  No  23 
I 
Directive No  72/159/EEC 
!1odernization of  fares 
Measur~>s provided  for  by 
Art.  8  4rt.10  Art.  11  ~rt. 12  4rt. 13 
(1)  (2)  (3)  (~)  (5) 
n.235  1\5  19.102  747  -
15.229  29  10,\09  !i1  -
~2.326  228  27.21\  116  520  - - \.875  - -
33.076  6,928  56,379  13.463  18 
30.676  1.215  23.625  21  -
5.105  793  76.251  321  - zn  g  - 3  -
2'1.124  97  - 953  ~ 
3J.n&  14,740  27.769  3  -
195.158  24.184  245.624  15.6~  592 
From  the  beginning of  t-he_  scheme: 
(I) Number  of development plans  approved 
/Reimbursement  by  the Fund  (ECU) 
IPom cne  /%  of 
egiiming  ..  tftal at 
~n  1985  pf  the  · 
fCheme unti  31.12.1985 
31.12.1985 
\,526.136  21.632,569  2,9 
&.619.~·  Sl,838~601  6,8 
25.377.013  189.89~.283  25,3 
- 180.671  - - 83.675.237  11,2  -
~7.  176.811  6,3 
M92.088  17.225.226  2,3 
679.576  1.683.029  0,2 
10.585.665  83.926.988  11,2 
39,811.987  2S2.m.m  33,8 
95.091.969  m.zos.s8e  100,0 
i(Z)  Number  of  farmers qualifying for  the  premium  for  switching to beef/veal  or 
sheepmeat  production 
(3)  Number  of  farmers  qualifying  for  aid as  an  incentive  to keeping accounts 
(4)  Number  of  groups  qualifying  for launching aid  for· mutual  assistance between  farms 
(5)  Number  of  land consolida'tion and  irrigation.projects 
1~umbe  r  of be-
jteficiaries 
MEMBER  STATES  ,from  the  be-
ginning of 
the  scheme 
BELGIGJ£/BEL&l£  161 
DEUTSCHI.AI>  3.820 
RAM:£  2.157 
IRELAND  110 
tTALIA  -
LUX£"B!llRG  -
IIEDERI.AIIl  m 
~IITID KII!DOM  235 
TOTAL  6.312 
Directive No  72/160/EEC 
·cessation ·of ·farming 
RE!imbursement  by  the Fund  (ECU) 
in  1985  !from the beginning 
~f thi1  s}~e~~8 ~nt  i 
23.633  133.91~ 
792.006  4.SSJ.785  - 806.658 
17.559  269.532  - - - -
~2.607  111.@17 
14.895  m.m 
890.700  6.021.~9 
% of total at 
31.12.1985 
2,2 
75,6 
13,4 
~.s  - -
1,9 
2,5 
100,0 -88-
Table No 24 
q±rective  N~ 72/161/EEC 
Training and  information 
Measures  provided  forb~ Reimbursement by  the  Fund  (ECU) 
from  the  be  i  % of  total  MEMBER  STATES  Title  I  Title II  ginning of  in  1985  ·  at 
(  1)  (Z}  the measure  31.12.1985  ljlntil  31.12. 
1985 
BElGIIlJE/BELGIE  m  12.m  165.251  1.360.882  3,6 
DAIRARK  12  2.808  163.625  &n.m  1,8 
DEUTSCHUID  758  21.075  ~03.890  ~.072.863  10,6 
FRAICE  63  339.862  ,,176.1"  27.755oJl9  72,5 
IREUI>  - 10,237  318.125  1,418.017  3,7 
ITA!. lA  •101  18.656  1.88,640  1,862.915  4,9 
lmERLAID  26  - - 396.481  1,0 
UIITED  IHIIlOII  :J'I3  1o13S  ~.403  713,793  1,9  ··. 
TOTAL  1.415  406.520  6.:J'I0.078  38.278.763  100,0 
From  the  beginning of  the  scheme: 
(I)  Number  of  socio-economic  c.ounsellors  trained  and  appointed 
(2)  Number  of  farmer-traineeswho  have  attended  and  completed  a  course  to 
obtain a  further  qualification - 89  -'--
Table  No.  25 
Directive .No  75/268/EEC 
Hill  farming  and  farming  in  less-favoured regions· 
Measures  p~ovided for  Reimbursement  by  the 
l.n  Fund  CECU) 
% of  total" 
MEMBER  STATE  Title II  Title  IV  from  the  be- at 
(1)  (3)  (2)  (3)  in  1985  ·ginning of  31.12.1985 
he  measure 
untiL31.r2.  5 
B£LGIQJE/e£LGIE  11.696  96]  2.387.958  19.597.555  2.0 
DEUTSCHLAID  90.026  ~  13.674.100  108.~6.932  11,6 
ELLA$  183.857  - 29.159.833  81.541.54~  8,6 
FRAIC£  140.394  1.301  - 20M58.7o..  21,6 
IRELAND  90.109  15.141  26.005.374  172.178.668  18,3 
ITALIA  123.132  1.164  11.903.305  60.719.898  6,4 
LUXEIISWRG  3.810  - .,.  6.853.609  0,7 
liEDER LAID  230  - H.13C  110.150  0,1 
UIITEO  KIIGOO"  46.246  173  ~.909.29(  289.382.771  30,7 
TOTAL  689.SOO  19.296.  118.087 .ooo  ~3.389.831  100,0 
From  the  beginning of  the  scheme! 
(I)  Number  of  farmers  qualifying  for  the  CO!Jipensator~' allowance  for  natural 
handicaps 
(2)  Number  of  joint  investment schemes 
. (3)  The  numbers  of beneficiaries  given  in the  table  represent• those  consi-
dered  for  Fund  aid,  i.e.  not  necessarily all  the ·beneficiaries  in  the 
Member  States 